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The Condition of BUSINESS 


Paice INFLATION. In spite of strikes, industrial activity 
iys continued to expand under the spur of general business 
rcovery, and Government spending is still an important 
ctor. A similar trend is apparent throughout the world, 
though expansion abroad is probably a direct reflection of 
vast armament programs. 

All the elements of inflation have been present for some 
time but it is only lately that they seem to have become defi- 
titely active. Prices have been rising rapidly since last 
September and the pace has been quickened in recent weeks 
oa degree which has given concern, not only to the authori- 
‘ies in Washington, but to foreign governments as well. In 
me cases this has led to interference in an attempt to stem 
the rise, although thus far these efforts have not met with 
any notable success. 

Sitdown strikes and other contests between workers and 
their employers, which have been sweeping the country like 
an epidemic, have exerted a powerful effect on the business 
situation in that they have retarded the inflationary boom. 
Labor difficulties have involved directly or indirectly nearly 
all the principal industries. : 

The chief advance in prices has taken place in non-ferrous 
metals under the stimulus of buying for war purposes. Trad- 
ing in these metals has continued active at higher and higher 
price levels in spite of efforts to discourage it. 

Risz In Propuction. Steel production by the middle of 
March had reached a point only slightly under 90 per cent of 
capacity. Even at that rate there was little unsold tonnage 
available before May and orders were being taken for de- 
liveries as late as next September. Still, prices are ad- 
vancing rapidly, not only in the finished products and pig 
iron, but also in semi-finished lines. 

The record in steel is indicative of the situation in practi- 
cally all raw materials. In some cases the rise is hardly justi- 
fied by the relation of supply and demand because there 
could easily take place a substantial increase in the produc- 
tion of copper, lead, zinc, tin, rubber, petroleum and other 
basic commodities. The output at present is guided, to a 
large extent, by cartels and combinations or other artificial 
factors. The increase in prices for all these products seems to 
spring from a variety of causes including restrictive practices 
possible under a system of cartels. There is also the powerful 
psychological element induced by the continued rise in retail 
trade and the mounting prices of manufactured products. 
The latter, in turn, are the outcome, to a very large degree, 
of higher wages and increased labor costs, shorter hours, the 
impact of social security taxes, and a rising spiral of costs in 
general, 

CouNTERACTING INFLUENCES. Against these powerful 
lorces working toward inflation, the strike situation seems to 
be the most important counteracting influence at present. 
The restlessness of labor is widespread, covers many lines of 
industry, and is accompanied by such lawless practices as 
the sitdown strikes. Under these circumstances the investor 
of average prudence, or any manufacturer dependent in any 
way on other concerns, as most of them are, naturally hesi- 
lates before committing himself to any long term program. 

FEDERAL PowER TO CONTROL INFLATION. Apparently the 
authorities in Washington are aware of the gravity of the 
price outlook and are disposed to use their extensive powers 
o prevent a runaway market. This attitude should be reas- 
suring to business. It is evident, however, that conditions 


April 1937 


have already developed and established themselves so as to 
permit considerable inflation regardless of anything the 
Government might do, short of a substantial increase in 
taxes. The latter step would mean practically a complete 
reversal of present taxation, monetary and credit policies 
and would be, from any point of view, an action requiring 
much serious thought. 

As Chairman Eccles of the Federal Reserve System 
pointed out, so long as Government spending involved an 
unbalanced budget it would be practically useless to attempt 
to control the present price and credit situation by ordinary 
credit machinery. There are indications that this fact is fully 
realized by most Federal authorities and the suggestion is 
being advanced in various quarters that one of the occasions 
for the Supreme Court issue was a desire for greater author- 
ity to control the expansion of production, prices and busi- 
ness in all its phases,—that is to say, greater authority than 
the Government already possesses. 

RETAIL VOLUME Hicu. For the present, moreover, there 
seems to be little that a government or anyone else can do to 
control an inflationary movement which is based upon actual 
buying for consumption. That is the situation in the United 
States at the present time. Retail sales, the country over, 
are ranging from 15 to 35 per cent above the levels of the 
corresponding period of 1936. In actual volume of goods 
sold, the average is closely approaching that of 1929. The 
early Easter this year was a factor of no little importance in 
stimulating the seasonal rise in sales. 

OrHER StimuLants. The demand for goods from the 
stricken flood areas has had a considerable effect. The chief 
causes of active buying, however, have been the various 
increases in wages, the mounting payrolls, higher prices for 
farm products, huge expenditures by the Government for 
various purchases, the rising profits of manufacturers, and 
the greatly expanded totals of dividend distributions. These 
factors are not seasonal or temporary and all have a mutually 
stimulating effect. Higher wages and prices for farm prod- 
ucts lead to higher costs, which in turn produce a rising 
level of living costs, completely wiping out any advantage 
to the average citizen in improved income. One of the only 
dependable checks on a general movement of this kind would 
be an increase in prices substantial enough to discourage 
consumption, but ordinarily this is only another way of 
describing a business depression. There would be a similar 
result if the demands of labor should be increased and pressed 
to a point where they interfere with production. This is quite 
possible in view of the program which labor now seems to be 
following. 

INVESTMENT AND BANKING OUTLOOK. The upward swing 
of prices, wages, production and business activity generally 
toward a boom condition, has had a natural effect upon 
investments. Uneasiness in the bond market, punctuated by 
a rather sharp drop in values around the middle of March, 
was one of the first indications of the inflationary tendency. 
The hesitancy that appeared in the stock market during the 
month was generally explained by the over-rapid rise in 
values, especially in low priced securities. Prices of many 
stocks have increased, on the basis of anticipated earnings, 
to a degree equal to or in excess of what took place in the 
period prior to the depression. The use of bank credit con- 
tinues to rise, but the chief question of the moment in the 
banking field is the course of bond prices. 


Moral of the camel’s pantry 


ELL-KNOWN for his ability to carry ex- (2)—life insurance; (3)— Living Protection. 
tra drinking water, the camel has another 


: For the purpose of Living Protection, we urge 
claim to fame. 


a man to put aside regularly part of his income— 

Zoologists tell us that when food is plentiful, _—_ even as little as 35c a day. We show him how, 

the camel stores up a reserve of nourishment — through this plan, small sums can grow to large 

within his hump. When food is scarce, and regu- amounts. And we encourage him to stick to this 
lar sources fail, the camel lives on this reserve. systematic accumulation. 


Like the camel, a man with a financial reserve Disbursements of over $63,000,000 have been 
has something to fall back on in emergencies. It | made to contract holders in the past 10 years. And 
is our belief—and we spread this gospel—that _in its nearly one-half a century of existence, In- 
every man should base his financial structure on _ vestors Syndicate has increased its resources every 
the triple foundation of (1)—a bank account; year—through good times and trying times alike. 


Investors Syndicate agency offices 


INVESTORS SYNDICATE , | in 162 leading cities, including: 


Ce. New Yorkt - Baltimore Richmond Memphis 
New Orleans - Chicago Indianapolis - Des Moines 
Living Protection...everyman's road j Oklahoma City + Salt Lake City Los Anseks 


t fi i 1 i 4 Portland + Montreal* + Toronto* + Winnipet 
linancial securi 
J \ Home Office: Minneapolis, Minn. 
jj i/ tOffice Investors Syndicate Title and Guaranty Co. 
*Office Investors Syndicate, Ltd., Canada 
These companies are affiliates of Investors Syndicate 
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WASHINGTON BRIEFLY 


Washington, D.C. 

TH HOWEVER MUCH CONCERN Federal credit and other 
Pastas observe the rising level of wages and 
prices as indications of a trend toward inflation, there 

need be no doubt as to a continuation of the Government’s 


licy. 
poy es 


In A STATEMENT issued soon after a conference with the 
President on the subject, Chairman Eccles of the Federal 
Reserve Board indicated that “after the full increase in 
reserve requirements goes into effect on May 1 there will be 
more bank deposits and currency in circulation by fully two 
billion dollars than at the peak of 1928 and 1929.” 


* * * 


“THERE WILL ALSO,” he said, “be excess reserves upon 
which billions of further credit can be extended by the banks 
without the need for borrowing from the Federal Reserve 
Banks. In other words the supply of money to finance in- 
creased production at low rates is ample.” 


* * * 


PoINTING OUT THAT there are “still millions of unemployed 
people able and willing to work” and that “there was not at 
the peak of 1929 and there is not now any lack of raw ma- 
terials and natural resources to furnish the means of produc- 
tion,” the Chairman indicated the answer to high prices was 
increased production and not monetary or credit manipula- 
tion. 

* * * 

IN HIS OPINION, easy money is not responsible for the 
present trend toward inflation and monetary or credit 
manipulation nor will it cure the ills of the present situation. 


* * * 


THE LATTER, in the view of the Chairman, are due to 
“foreign armament demands, strikes, and monopolistic 
demands by certain groups both in industry and organized 
labor” which in turn “have led to speculative security and 
commodity buying which serves to accelerate price ad- 
vances.” 

* * * 

THUS THERE WILL BE no modification of the easy money 
policy, no tightening of credit, to stop price advances; 
but it should be noted that Mr. Eccles bases his ideas of a 
balanced recovery by means of easy money on a “prompt 
balancing of the Federal budget and the subsequent retire- 
ment of public debt by the Government in relationship to 
the expansion of private credit.” 


* * * 


_ “TAM IN Favor,” he continued, “of increasing taxes on 
incomes and profits if necessary to sustain the volume of 
relief and at the same time bring the budget into balance and 
permit the paying down of public debt as private debt ex- 
pands. Only by this means can monetary inflation be pre- 
vented.” He is believed to feel that increased taxation can 
be avoided for the present. 


REACTION IN CONGRESS to the suggestion has not been 
what one might call “enthusiastic”. It has been rather dis- 
tinctly otherwise. 

* * * 

PERHAPS THE MOST IMPORTANT aspect of Mr. Eccles’ 
statement is the implication of what may be expected if the 
Federal budget is not balanced and current Government 
deficit spending is continued in the face of expanding private 
credit. 

* * * 

THE STATEMENT IS PLAIN: continued deficit spending in 
connection with the expansion of credit to business means 
monetary inflation. 

* * * 

POINT TO THE DECLARATION is found in the increasing total 
of loans and investments of the banks, other than credit to 
the Government, measured by bank holdings of Government 
obligations. 

* * * 

PROSPECTS FOR BANKING LEGISLATION in the present ses- 
sion of Congress depend entirely upon the prospects for the 
proposed Government reorganization. In other words, there 
will be none unless reorganization goes through. 

* * * 


IN THAT EVENT, the merger of bank supervisory authorities 
will be of great moment, almost revolutionary in character. 
* * * 


HOWEVER, REORGANIZATION, like many other important 
measures, will be considered toward the end of what looks 
like a long session. 

* * * 

CONGRESS IS NOW EXPECTED to let financial matters alone 
until final estimates of relief needs can be made, the Gov- 
ernment’s probable income next year can be ascertained, 
and the possible need of new taxes considered. 

* * * 


CONSIDERATION OF REPEAL OR MODIFICATION of the capi- 
tal gains tax has been significantly revived. The Treasury 
has let it be known that a special study of the tax’s efficacy 
from a revenue standpoint is being made. The subject is also 
being considered by congressional authorities. 

* * * 


LABOR LEGISLATION, for the most part, is likely to be put 
off as long as possible. Railway legislation will probably be 
confined to clarification of I.C.C. powers over holding 
corporations. 

@ 

SOIL CONSERVATION will be continued along present lines 
at the rate of half a billion; a farm tenant rehabilitation pro- 
gram is expected to cost between $100,000,000 and $125,- 
000,000; another $50,000,000 may be made available to en- 
able tenant farmers to become owners; the usual $25,000,000 
will be appropriated to reimburse the Land Banks for a con- 
tinuation of the low interest rates on farm mortgages; crop 
insurance is expected to involve $100,000,000 to $150,000,000. 
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FKacING REALITIES 


Moody’s Investors Service knows of no simple solution to the twin 

problems of conservation and income in today’s bond market. Moody’s 

does not believe that any one man or group of men can or should lay +l 
whol 


down an inflexible bank investment policy based on anticipated bond cash, 


outst 
prices a month, six months or a year hence. othe! 


1935 
Moody’s does believe that the most practical safeguard your bank can es 


cove 
employ under present conditions is constant day-by-day supervision of = 
its bond investments by a well-rounded staff of securities specialists. Hav- 
ing the time and facilities to judge the effect of each day’s events in terms 


of tomorrow’s bond market, such an organization will inevitably achieve 


more efficient investment of funds than an individual working alone. 


At your request we will send a memorandum outlining the principles 
and methods upon which Moody’s Supervisory Service functions. And, 
if you wish, we will be glad to examine your present portfolio and policy 
and to discuss with you the application of constant supervision to your 


bank’s investments. Your inquiry will be held in confidence and will 


involve no obligation whatsoever. 


INVESTORS SERVICE 
JOHN MOODY, President 
65 Broadway, New York City 105 West Adams Street, Chicago 
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Hot and Cold Money 


two able books which have been published since the 

first of the year. One is America’s Experience as a 
Creditor Nation (Prentice-Hall, Inc., New York, $3.50) by 
John T. Madden, Marcus Nadler and Harry C. Sauvain; 
the other, Reciprocity: A National Policy for Foreign Trade 
(McGraw-Hill, New York, $3), by William S. Culbertson. 

The former volume, explaining the economic effects of the 
post-war foreign lending by the United States, arrives at 
some conclusions, based on statistical studies, which may be 
contrary to popular conceptions. One of these is that, on the 
whole, the amount received from our foreign investments in 
cash, principal, sinking fund payments and market value of 
outstanding securities exceeded the cash investments. An- 
other point developed by the authors is that up to the end of 
1935 there had been no interest defaults on nearly two-thirds 
of the foreign bonds outstanding at that time. A third study, 
covering the return on foreign bonds, other than Canadian, 
during the period 1920-35, showed that the average rate 
was favorable. There have, of course, been many losses, but 
the aggregate result of our experience as creditor was better, 
these economists say, than is generally believed. Another 
interesting observation is that heavy investments of foreign 
capital here, in both foreign and American securities, have 
reduced our creditor status, and the United States is now a 
debtor nation on portfolio investments. The book also dis- 
cusses such related subjects as transfer difficulties, the réle of 
investment bankers and government in foreign lending, the 
readjustment of defaults, and the broad economics of inter- 
national capital movements. 

Mr. Culbertson, for many years vice-chairman of the 
Tariff Commission and subsequently Minister to Roumania 
and Ambassador to Chile, presents a popular discussion of 
the reciprocal trade agreements. Analyzing the program 
undertaken by Secretary Hull, he emphasizes that the ap- 
proach to any subject concerning American international 
affairs should be non-partisan. He warns against the dangers 
of economic isolation, stresses the need for larger foreign 
trade, and supports a national policy of systematic reciproc- 


ity under rules made by Congress and administered by the 
Executive. 


()\ economic international relations are considered in 


* * * 


Dr. Roswell Magill’s Taxable Income (Ronald Press, New 
York, $5) goes to the roots of our tax system by analyzing 
and integrating court decisions and legislation on what tax- 
able income is and to whom it is taxable. The author follows 
the development of concepts of the meaning of income and 
its legal characteristics, and seeks to make explicit the 
standards used by the courts in deciding tax cases. The book 
was published prior to Dr. Magill’s nomination as Under- 
Secretary of the Treasury. 


* * * 


In The Undistributed Profits Tax (McGraw-Hill, New 
York, $2.75) Alfred G. Buehler, associate professor of eco- 
homics at the University of Vermont, makes a factual and 
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critical study of this much discussed enactment. He finds, as 
have many others, that reforms in the law are desirable if it is 
to be retained; as it stands, it appears to be “ unwarranted as 
a regulatory measure”’, and it has created new inequalities 
in business taxation. Professor Buehler discusses the main 
provisions of the tax, its historical background and its eco- 
nomic and fiscal implications. He also makes some con- 
structive suggestions for corporation tax reforms. 


* * * 


The textbook Money and Banking (John Wiley & Sons, 
Inc., New York, $3.25), by George W. Dowrie, professor of 
finance in the Graduate School of Business, Stanford Uni- 
versity, is offered as an introduction to a present-day study 
in its field. It is not limited to theory, but finds room for 
descriptions of the institutions that care for the world’s 
financial needs. In works of this sort it is now essential that 
the réle of government be adequately discussed, and Pro- 
fessor Dowrie gives due consideration to this trend. 


* * * 


Dr. Frederick C. Mills’ exhaustive study of prices has been 
extended into a third volume, Prices in Recession and Re- 
covery (National Bureau of Economic Research, Inc., New 
York, $4), which rounds out a trilogy covering the relation- 
ship and movement of prices during the present century. 
The first volume, Behavior of Prices, appeared 10 years ago, 
and the second, Recent Economic Tendencies, in 1932. The 
present work is a record of price movements during the 
depression upheaval and the subsequent pickup. Among 
other things, Dr. Mills examines the fortunes of primary 
producers, fabricators and consumers in the period from 
1929 to 1936, tracing the incidence of productivity changes 
in the manufacturing industries and their relation to chang- 


ing costs and prices. 
* * * 


BOOKS IN BRIEF 


Going to Make a Speech? By E. St. Elmo Lewis. Ronald 
Press, New York, $3. A practical guide to successful public 
speaking. 

The New Monetary System of China. By W. Y. Lin. Uni- 
versity of Chicago Press, $2. A personal interpretation of 
China’s complicated monetary problems, considered from 
the international viewpoint. 

Big Business: Its Growth and Place. 20th Century Fund, 
Inc., New York, $1.35. The first volume in a series which is 
to summarize the results of a study of “big business” in the 
United States. 

Accountants’ Certificates. Ronald Press, New York, $4. 
Modern requirements as interpreted by representative ac- 
counting firms; a selection of 1936 certificates, with contents 
coded and indexed. Edited by James H. Wren, C.P.A. 

Inflation, Inevitable or Avoidable? By Arthur W. Marget. 
University of Minnesota Press, 25 cents. A talk delivered by 
the University’s professor of economics and banking before 
the Student’s Forum several months ago. 
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Inspections 
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INSPECTIONS! 
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We are committed to the pol- 
icy that eternal vigilance is 
money well spent. 
Even a small $1.50 order—re- 
ceives inspections that cost us nine 
cents. 


Before being entered, every order 
is scrutinized for clearness and 
correctness in every detail. 


After Type is set, proof is pulled 
and read for accuracy, style, etc. 


At the press, wording and num- 
bering is checked and printing is 
examined for proper arrange- 
ment, impression and inking. 


A Final Complete Inspection is 
made to see that every detail con- 
forms to the requirements of the 
order and to the DeLuxe standard 
of Quality. 

DeLuxe customers seldom find er- 
rors in the execution of an order— 
and keeping everlastingly alert 
through constant inspection, is the 
reason. 
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‘Collections 


Washington, D.C. 

HEN the Federal Reserve Board 

and the board of the Federal De- 
posit Insurance Corporation agreed to 
disagree as to the definition of the word 
“‘interest”’ in relation to the prohibition 
of the payment of interest on demand 
deposits in banks under their respective 
jurisdictions, there was a general feeling 
that this banking ghost had been laid 
indefinitely. 

This, perhaps, is actually the case, 
but the proposal of the Reserve Board 
to put into effect its stringent definition 
of interest for the purpose of stopping 
the absorption of out-of-pocket expenses 
by banks, especially in the matter of 
collections, has served to evoke other 
ghosts not considered by Congress in 
the Banking Act, with the result that it 
is by no means certain that the agree- 
ment of these two Federal supervisory 
authorities to decide each case upon its 
merits within the limits imposed by law 
will end the matter. Agitation and dis- 
cussion have brought the whole subject 
of collections and the par collection sys- 
tem into the limelight and while there 
is little prospect of any change in the 
system or of any contraction in the 
scope of its operation it seems probable 
that the discussion will eventually re- 
sult in a clarification of principles and 
practices in the middle ground between 
par collection and the old system of 
charging for exchange which is giving 
the authorities so much difficulty. 


OBJECTIONS WIDESPREAD 


THE fact is, of course, that there is a 
serious clash of interests between 
| several classes of banks involved which 
a compromise cannot easily harmonize. 
| There are several thousand smal] banks 
| in the country which would find it diffi- 
| cult to live without profits from charges 
| for the collection of checks. Because of 
| low earnings in the loan and investment 
_ accounts in banks generally the number 
of banks in this position has been on the 
| increase rather than the decrease. If the 
| out-of-pocket expense of collecting checks 
| is forced back upon these small banks by 
| their member bank correspondents the 
_ profits upon which the small banks de- 
| pend will be done away with and the 
| banks themselves will be subjected to 
| slowstarvation. Soserious were the antic- 
| ipated consequences of the enforcement 
| of the strict “Regulation Q” proposed 
| (CONTINUED ON PAGE 8) 


TEST OF STRENGTH— 


Size is of secondary importance 
in determining the financial 
soundness of a fire insurance 
company. The crucial test js 
the ratio of assets to liabilities, 


With total assets of $6,224. 
813.96 against $2,828,387.49 
of actual liabilities MILLERS 
NATIONAL maintains a ratio 
of $2.21 of assets to every dollar 
of liability — a wide margin of 
safety to the people insured. 


An excellent company— Ask your broker or agent 


MILLERS NATIONAL 
INSURANCE COMPANY 
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HOME OFFICE + CHICAGO 
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Corporation Bonds 
Real Estate Issues 
Municipals 


known since 1918 as 


American Bond 
Quotation Service 


Compact . . . . easy-to-use 
. two recognized ratings 
. broader coverage than 
any similar service ... - 


essential statistical data. 


Send for 
complete details 


Poor's Pusursainc Company 
90 Broad Street, New York 
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“[Jnforeseen even 


change and shape the course of man’s affairs” 


Home Office, Maryland Casualty Company, Baltimore 


THE TREMENDOUS GROWTH of business during the past In developing the modern form of fidelity bonding The 
few years brought with it greatly increased individual re- | Maryland has been a leading factor for more than a quar- 
sponsibility. Employees and executives were advanced to __ ter of a century. Today the Company writes more than 
posicions of trust that tested their financial integrity. It was 300 different classes of fidelity and surety bonds, covering 
too much to ask a man to carry alone; there was too much _ practically every imaginable situation of trust or guarantee 
insecurity for an employer in Jetting him carry it alone. of performance. 

Through fidelity bonds the nation’s casualty-surety com- In this, as in almost every phase of human enterprise, 
panies have lifted these burdens from individuals and § The Maryland seeks to assure that Unforeseen Events need 
placed them on their own strong, broad shoulders. To the —_ mot change and shape the course of your affairs. No matter 
individual such a bond is a respected credential symboliz- | where you live you'll find one of The Maryland's 10,000 
ing his character and integrity. To the employer it is a agents available...in every state in the Union, in Alaska, 


powerful bulwark of safety against disastrous loss. Canada, Cuba, Puerto Rico, the Canal Zone and Hawaii. 


THE MARYLAND 


MARYLAND GSASUALS COMPANY BALTIMORE 
The Maryland writes more than 20 bonding lines, including... Fidelity... Bankers’ Blanket... Contract... Check Alteration and Forgery... Depository... Fraud 


Public Official Bonds... Judicial. More than 40 types of Casualty Insurance, including ... Aircraft ... Engine... Automobile... Burglary... Boiler. . . Elevator 
Accident and Health... Fly-Wheel ... General Liability... Plate Glass... Electrical Machinery... Sprinkler Leakage. ..Water Damage. ..Workmen’s Compensation. 
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is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates : CADILLAC. 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC,CHEVROLET automobiles: 
PRIGIDAIRE appliances for refrig- 
eration and air conditioning: 
DELCO lighting, power 


and heating equip- GENEI! 


ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


VIA 


INSTALMENT 
PLAN 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom: 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - 


Questions 
Answered 


Check the questions which interest you 
most. You will get from us — without 
charge or obligation — samples of Bab- 
son's Reports in the fields you indicate: 
(0 Outlook for basic business? 

(CJ Are common stocks a buy? 

(C0 Should bondholders hold? 

(0 Hedging against inflation? 

(C1 Commodity price trends? 

(C Coming labor troubles? 

C) Best places to sell goods? 


CHECK YOUR CHOICES AND MAIL TO 


Babson s Reports 
Dept. 120-12, Babson Park, Mass. 
Send me the reports checked above — 


gratis and no obligation. 


BRANCHES IN PRINCIPAL CITIES 


Serving the 
Business that 


Builds Baltimore 
SINCE 1894 


MARYLAND 
TRUST COMPANY 
BALTIMORE 


Member of the Federal Reserve 
System and of the Federal Deposit 
Insurance Corporation 


(CONTINUED FROM PAGE 6) 


by the Reserve Board that hundreds of 
smal] banks were in open revolt against 
the par collection system and Reserve 
control of such matters generally. In the 
west central and northwestern stats 
especially the reaction of the banks was 
serious and there were instances when 
national banks proposed to change to 
state charters and leave the Reserve 
System rather than be subjected to 
conditions which they felt were ruinous 
to them. 

Apparently all is not altogether har. 
monious within the par collection sys- 
tem itself. Many of the smaller banks 
seem to feel that either all banks in the 
country should be brought within that 
system or that the small country banks 
should be allowed more leeway in cl. 
lection charges. Larger banks, as a rule, 
are in favor of par collection. The pinch 
has come in those states where banks 
within and without the system operate 
in competition and it is in these states 
that sooner or later more uniformity of 
practice and liberality in the privileges 
allowed certain classes of banks seem 
imperative. 


“INTEREST” IS THE CRUX 


THE ultimate issue is really the issue 
upon which the difference of opinions 
between the Federal Reserve and the 
F.D.L.C. arose, and the final settlement 
will depend very largely upon the 
course followed by each authority with 
respect to its views of “interest” pay- 
ments and the costs of collections. If the 
definition of “interest” finally becomes 
so strict as to prevent the absorption oi 
out-of-pocket expenses by a collecting 
bank it seems fairly certain that the par 
collection system and to some extent the 
Reserve System itself will suffer. If the 
definition is too loose’ there will doubt- 
less be serious abuses. 

Meanwhile, there seems to be an it- 
creasing disposition among banks get- 
erally to throw back upon their ow 
depositors not only collection costs but 
also a modest profit on such transactions 
including both check and other colle 
tions. This, of course, might offer the 
way out of the present impasse if banks 
could bring themselves to carry suchs 
policy to its logical conclusion. How 
ever, since the object of the par colle 
tion system is to facilitate general bus- 
ness by encouraging the use of cheds 
and reducing the expense of doing bus- 
ness between various parts of the cout 
try, it does not appear that a charg 
upon the drawer of a check is any lesso 
a deterrent to nation-wide busines 
than a charge upon the drawee. 
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Pay-As-You-Go Checking Accounts 


Conclusions 


NVESTIGATION of Prospective Depositor. 1. Many of 
| the reporting banks are laying themselves open to serious 
losses and embarrassment, because, in their effort to 
acquire “volume” (which is essential if pay-as-you-go serv- 
ice is to be profitable), they have adopted the unwise and 
dangerous course of requiring no references from, or investi- 
gation of, prospective pay-as-you-go depositors. The danger 
of this practice cannot be emphasized too strongly. 

The efficiency, cleverness and organization of present-day 
forgery rings make more than a perfunctory investigation of 
new depositors necessary if serious losses are to be avoided. 
Above all, banks are cautioned to insist on at least one bank 
reference, particularly where substantial amounts are in- 
volved, because these crooks have gone so far as to equip 
themselves with imposing stationery, engraved with high- 
sounding firm names (usually realtors) on highest quality 
paper, bearing equally imposing addresses, and after giving 
these names as references, answer inquiries concerning them- 
selves in laudatory terms to the disadvantage of unsuspect- 
ing banks. 

N.S.F. Checks. 2. As a further result of accepting new 
accounts without investigation the percentage of checks 
drawn against insufficient or uncollected funds in pay-as- 
you-go accounts is much greater than in regular checking 
accounts. 

Inadequate Knowledge of Costs. 3. Far too many banks lack 
a real knowledge of their costs, which is so essential to the 
proper and successful conduct of their business. Only six of 
the reporting banks have knowledge of their costs, while four 
state that they have only a partial knowledge, and 16 frankly 
admit that they have no knowledge of their costs. It is ob- 
vious, therefore, that in considering the statements made by 
many of these banks to the effect that their pay-as-you-go 
service is profitable, due allowance must be made for their 
lack of knowledge of their costs. 

A Basic Charge Essential. 4. Except when the “special 
accounting routine” is used, checks drawn against, and de- 
posits made in, pay-as-you-go accounts are handled just as 
are those in regular checking accounts and the cost of hand- 
ling them, therefore, cannot be materially less, except to the 
extent that “volume” might tend to reduce the cost. There- 
fore, since the average activity in any one of these accounts 
is about 10 checks paid and three items deposited, per month, 
it is believed that in the large majority of banks a 5-cent per 
item charge alone will not be sufficient to assure the recovery 
of all costs, to say nothing of a profit, and that, consequently, 
a basic charge in addition to the per item charge is essential 
to a sound procedure. (The reasons for this conclusion are 
fully discussed.) 

Service Charges on Dormant Accounts. 5. The widespread 
adoption of the pay-as-you-go idea will tend to accentuate 
the dormant account problem, a possible solution of which is 
suggested. It is recommended, however, that banks which 
decide to dispose of their dormant accounts by means of 
service charges during the period of dormancy take steps to 
minimize criticism and misunderstanding by advising de- 
Positors of their intention at the time the account is opened, 
Preferably by incorporating reference to the matter in the 
agreement concerning service charges, acceptance of checks 


for deposit, etc., which is customarily printed on either the 
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Fact Finding 
A COMMITTEE of the Bank Management Com- 
mission, American Bankers Association, has com- 
pleted a survey of “pay-as-you-go” checking account 
systems. The Committee’s report presents a number 
of conclusions bearing on these plans and suggests 
that a system of revised measured service charges 
offers a more profitable method of attracting de- 


positors. ‘ 
The Committee sent a questionnaire to 36 banks 


using “pay-as-you-go” systems, and got 27 detailed 
aalie on which the study is based. The report is 
published as Commercial Bank Management Booklet 
18, with a foreword by H. H. Griswold, presi- 
dent, First National Bank & Trust Company, Elmira, 
New York, and Chairman of the Bank Management 
Commission, and Frank W. Simmonds, Deputy 
Manager of the Association and Commission Secre- 


Theodore Rokahr, vice-president and treasurer, 
First Savings Bank and Trust Company, Utica, 
New York, was chairman of the survey Committee. 
Other members were: Arthur C. Vogt, assistant 
treasurer, Guaranty Trust Company of New York; 
G. Fred Berger, treasurer, Norristown-Penn Trust 
Company, Norristown, Pennsylvania; and M. M. 
Myers, cashier, Miners National Bank, Pottsville, 
Pennsylvania. 

The Committee, after careful study and discussion 
of the data obtained from the questionnaire, reached 
the conclusions given here. 


face, or reverse side of the signature card to be signed by the 
depositor. When printed on the reverse side of the signature 
card, it should, of course, be called to the attention of the 
depositor, who should sign the agreement as well as the face 
of the card. 

Acceptability of Checks. 6. The claim that checks drawn on 
pay-as-you-go accounts are accepted by stores, merchants, 
etc., as freely as are checks drawn on regular commercial 
accounts is, at least, open to question. 

Statements and Cancelled Checks. 7. There is apparently no 
uniformity of policy with respect to the rendering of state- 
ments and cancelled vouchers to pay-as-you-go depositors; 
or with respect to the extent to which such depositors are 
privileged to avail themselves of the services of the banks. 

Method of Collecting the Charge. 8. Slightly more than half 
of the banks offering pay-as-you-go service prefer the plan 
which involves a charge of 5 cents for each item paid or de- 
posited, and the deduction of the charge from the depositor’s 
balance simultaneously with the posting of the items them- 
selves, while the others prefer to collect their revenue by 
selling checks or check books to pay-as-you-go depositors. 

9. Except for the results reported from one city, the ex- 
perience of the reporting banks indicates that the banks us- 
ing the former plan have acquired a relatively greater volume 
of this business within comparable periods of time, than have 
those who sell checks or check books. 

Reasons for Instituting the Plan. 10. A desire to build good 
will or to increase their income, or both, influenced a large 
majority of the reporting banks to offer pay-as-you-go 
service in their communities. 


Soundness and Profitableness. 11. The reporting banks are 
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by no means unanimously of the opinion that their venture 
into this field has been, or will be, profitable. 

12. There is a sounder and more profitable method than 
the existing pay-as-you-go plans, by means of which banks 
may attract a greater number of checking account deposi- 
tors, build good will, and extend their influence over a wider 
section of the population of their communities. 

“Tt is obvious,” says the Committee, “that any service 
charge which, either because of its size or because of the 
manner in which it is applied, does not assure the recovery of 
all of the costs of rendering the service for which it is made, 
cannot possibly include the element of profit; and since prac- 
tically all pay-as-you-go plans which have been examined 
appear to ignore entirely the existence of a maintenance cost 
as distinguished from a per item cost, the profit possibilities 
of such plans may be seriously questioned. 

“Tt is true that the sponsors of some of these plans hold 
that the increased volume of business which is to be obtained 
through the installation of their systems will reduce the 
maintenance cost to negligible proportions and that, there- 
fore, the per item charges they recommend will assure its 
recovery. However, since the analysis of the replies to the 
questionnaire and other data indicate that the ability of a 
majority of banks to acquire a sufficient volume of this busi- 
ness, to warrant the use of ‘mass production methods’, is 
open to question, it might be well to consider the nature of 
the maintenance cost.” 

The study then goes into a thorough discussion of costs, 
charges and the procedure necessary for profitable operation. 

Pointing out that the interest shown by bankers through- 
out the country in pay-as-you-go plans indicates that they 
appreciate the desirability of broadening bank service, get- 
ting back old customers, and attracting new ones, the Com- 
mittee continues: 

“How may these lost depositors be won back, and how 
may the many others, who have a real need for the advan- 
tages and convenience of checking account service, be given 
as much or as little of that service as they require, at a cost 
which is both reasonable and fair (to the bank as well as to 
the depositor), and in proportion to the amount of service 
used? How may this be done without resorting to methods 
which involve the disregard of fundamental banking princi- 
ples; which necessitate discrimination between groups of 
depositors; and which, in many instances, will prove to be 
unprofitable, and perhaps also embarrassing, to the institu- 
tion adopting them? 

“Tt is believed that the answer lies in a revision of the 
widely used ‘flat’ and so-called ‘measured’ or ‘metered’ 
service charges, to a basis which will make them ‘measured’ 
or ‘metered’ in fact; that is, a basis on which the depositor 
will be required to pay for no less, but also no more, than the 
service he actually receives; and which furthermore will 
recognize the apparent truth of the statement that it is better 
‘merchandising’ to offer bank services at ‘so much each’ 
rather than to offer a number of them for a lump sum.” 


Proposals 


THE Committee’s proposed measured service charge for 
small accounts is outlined as follows: 

The Basic Charge. 1. Instead of an arbitrary basic charge 
of 50 cents, 75 cents, $1, etc., per month, the basic charge 
should be an amount which will approximate the bank’s 
maintenance cost and assure it of its recovery. By means of 
this charge, each depositor will pay his equal share of what 
it costs the bank to maintain its checking account service 
facilities for his use, as and when he may wish to make use 
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of them. For example, a bank whose maintenance cost is 18 
cents might make a charge of either that exact amount or. if 
it prefers using a round amount, it could make a basic chay, 
of 20 cents, subject, of course, to any agreement which ma 
be entered into with other banks in its community or group 

Charge for Each Check and Deposit Item. 2. To this 
there would be added a charge for each check drawn by the 
depositor and for each item deposited by him, such 
to be from 25 per cent to 50 per cent in excess of the bank’s 
actual average item cost, so as to assure the bank of a Profit 
on the handling of the account. By means of this charge the 
depositor will pay for the extent to which he actually uses the 
facilities provided for his use. For example, a bank having an 
average item cost of 3.9 cents would probably wish to charge 
its depositors 5 cents per item handled; while a bank with an 
average item cost of 2.3 cents or 2.5 cents would probably 
charge its depositors 3 cents or 4 cents per item handled (also 
subject to agreement with other banks in its community), 

Charges for Extra Service. 3. For any additional services 
required by the depositor such as the certification of his 
checks, or the collection, for him, of notes or drafts, the issue 
of official checks or drafts, etc., an additional charge should 
be made, perhaps on a “cost-plus” basis, and also subject 
to inter-bank agreements. Relatively few depositors, outside 
the group whose accounts are subject to detailed analysis, 
will require these extra services, but they are expensive to 
render and should be charged for when rendered. 

Total Charge for Small Accounts. 4. The total of the three 
preceding items will be the total service charge to be made 
to the depositor for the month that the bank decides to re- 
quire no minimum balance, and if the balance in the account 
under consideration is not of sufficient size to warrant giving 
the depositor an “income credit”. 


INVESTIGATE THE NEW DEPOSITOR’S CHARACTER, 
BACKGROUND, CREDIT, REFERENCES, ETC. 


UP to this point, it will be noted, the plan is suitable for so- 
called “‘no-minimum-balance-accounts.”” Whether or not a 
bank or group of banks will adopt a minimum balance re- 
quirement is a matter of policy which each bank, clearing- 
house or county association must decide for itself. It is 
strongly recommended, however, that, whether or not a min- 
imum balance is required, every bank “satisfy itself that 
every new depositor’s character, background and credit 
references are satisfactory.” This is important in any event, 
but it is doubly important if minimum balance requirements 
are to be waived, mot because the size of a man’s bank bal- 
ance can be a measure of his character, but rather because in 
the very nature of things the unscrupulous and the dishon- 
est are quite apt to be more numerous in (though not neces- 
sarily confined to) the low-balance group. 


PURPOSE OF THE PROPOSED PLAN 


IT should be remembered also, that the purpose of this 
formula is to (1) eliminate existing inequalities and therefore 
to be fair to all depositors; (2) to assure the bank of the re- 
covery of its costs, plus a profit, in all accounts; (3) to be 
susceptible of easy explanation and justification to depositors 
and public; (4) to broaden the field in which the bank's 
services may be offered and, consequently, to create a greater 
measure of that public understanding and good will which, 
perhaps, were not given sufficient consideration when pre 
vailing service charge formulas were adopted, largely be- 
cause they were simple and easy to apply. Surely the attain 
ment of these objectives should be worth the slight extra 
(CONTINUED ON PAGE 13) 
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Keep Cooling Costs 
Under Control ! 


Frigidaire Controlled-Cost Air Conditioning 
enables you to make this important 
investment on a business basis 


Lb business of air conditioning is an 
important investment. It’s not some- 
thing you should rush into blindly. You 
should have the facts before you buy. 

Frigidaire Controlled-Cost Air Con- 
ditioning takes the guesswork out of 
cooling costs and cooling performance. 
It saves you trouble. It saves you pos- 
sible disappointment. And it simplifies 
the whole problem . . . presents it to 
you in everyday language. 

For instance: while the first job of 
summer air conditioning is to coo/, it’s 


What Controlled-Cost 
Air Conditioning Means 


1. A system that gives you the 
desired atmospheric conditions 
—you pay only for what you 
need. 

2. Equipment of exactly the 
right size and capacity for you 
—neither too small, which 
would mean unsatisfactory per- 
formance; nor too large, which 
would be wasteful and costly. 


3. A method of installation that 
suits your building—whether old 
or new—owned or rented— 
therefore controlling the ultimate 
cost. 

4. More cooling action with ss 
current consumption. Hence a 
control over operating costs. 
5. Dependable, proven equip- 
ment for low maintenance costs. 
6. A presentation of a// the facts 
in everyday language, so that 
you will know and can therefore 
control the entire cost. 


also very probable that your business 
makes other additional demands. It may 


DELCO-FRIGIDAIRE 


The Air Conditioning Division of General Motors 


AUTOMATIC COOLING, HEATING AND CONDITIONING OF AIR 
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be a matter of humidity—or of smoke 
—or of removing various odors from 
the air. Whatever it is, Controlled-Cost 
Air Conditioning has the answer .. . 
and it has the answer Jefore you buy. 
Read the six points of Controlled-Cost 
Air Conditioning on this page. Mail 
the coupon below for further informa- 
tion. Then let a Delco-Frigidaire man 
sit down with you and give you the 
whole money-saving, trouble-saving 
Controlled- Cost story. Summer is nearly 
here. Getthatcoupon intothe mail today. 


BANKS 
Attention! 


Hundreds of banks throughout the country 
observed how Air Conditioning earned money 
last summer for stores, restaurants and other 
commercial establishments. Get the facts 
about Frigidaire Controlled-Cost Air Condi- 
tioning. Mail the coupon. . . today! 


MAIL THIS COUPON TODAY! 


Delco-Frigidaire Conditioning Division 
} General Motors Sales Corporation 

: Dayton, Ohio, Dept. B-4 

1 I want the facts about Contro//ed-Cost 
H Air Conditioning. Please send me the 
complete story by return mail. ..with 
no obligation to me. 


Name 
Address 
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THE TRAVELERS 


HARTFORD 


Annual Statements 


L. EDMUND ZACHER, President 


CONNECTICUT 


December 31, 1936 


THE TRAVELERS INSURANCE COMPANY 
(Seventy-third Annual Statement) 


ASSETS 


Pipes States Government Bonds 
U. S. Government Guaranteed Bonds 

Other Public Bonds . 

Railroad Bonds and Stocks . 

Public Utility Bonds and Stocks 

Other Bonds and Stocks 

First Mortgage Loans 

Real Estate—Home Office 

Real Estate—Other 

Loans on Company’s policies 

Cash on hand and in Banks . 

Interest accrued . 

Premiums due and deferred 

All Other Assets 


*TOTAL 


$313,501 ,227.00 


6,896, 650.00 
79,013,905 .00 
60,967,997 .00 
69, 685,513.00 
42,577,767 .00 
58,335 ,379.46 
11,878, 356.04 
49,251,497 .76 


117, 802,455.28 


14,618 , 386.68 
8,101,907 .81 
27 ,258, 231.46 
582,081.75 


$860 471,355.24 


RESERVES AND ALL OTHER LIABILITIES 


Life Insurance Reserves $728 , 507,080.20 


Accident and Health Insurance 
Reserves 


Workmen’s out lie 
bility Insurance Reserves 


Reserves for Taxes 
Other Reserves and Liabilities 
Special Reserve 


10 , 222 682.17 


52 074,099.39 
4,006, 618.49 
2,519, 128.84 
15,617 ,099.70 


Capital 
Surplus 


$20 ,000 ,000 .00 
27 ,524,646.45 


47 ,524, 646.45 
TOTAL $860 ,471, 355.24 


THE TRAVELERS INDEMNITY COMPANY 
(Thirty-first Annual Statement) 


ASSETS 
United States Government Bonds 
Other Public Bonds : 
Railroad Bonds and Stocks. 
Public Utility Bonds and Stocks 
Other Bonds and Stocks 
Cash on hand and in Banks . 
Premiums in Course of Collection 
Interest accrued 


* TOTAL 


$6,877 ,082.00 
1,951,908 .00 
1,429, 246.00 
1,265, 442.00 

12,021,111.00 
1,457,775.60 
1, 743,755.96 

85,545.05 


$26 831,865.61 


RESERVES AND ALL OTHER LIABILITIES 

Unearned Premium and Claim 

Reserves . 
Reserves for Taxes 
Other Reserves and Liabilities 
Special Reserve 
Capital 
Surplus 


$8, 159,709.45 
376,411.35 
481,253.91 

7 904,524.70 

$3 ,000 ,000 .00 
6,909 966.20 


9 ,909 , 966.20 
TOTAL $26 , 831, 865.61 


THE TRAVELERS FIRE INSURANCE COMPANY 
(Thirteenth Annual Statement) 


AssETS 


United States Government Bonds 
Other Public Bonds 
Railroad Bonds and Stocks . . 
Public Utility Bonds and Stocks 
Other Bonds and Stocks . 

Cash on hand and in Banks . 
Premiums in Course of Collection 
Interest accrued 
All Other Assets 


*ToTAL 


$12,293 ,000.00 


528,000.00 
1,091, 850.00 
2,798, 384.00 
3,351,780.00 
2,127,000.35 
1,509, 243.50 

120; 396.19 

17,569.30 


$23 , 837,223.34 


RESERVES AND ALL OTHER LIABILITIES 

Unearned Premium and Claim 

Reserves 
Reserves for Taxes : 
Other Reserves and Liabilities 
Special Reserve 
Capital 
Surplus 


$12,986, 616.90 
481 ,068.74 
102 ,060.47 
3,235 , 503.53 
$2,000 ,000.00 
5 031,973.70 


7 031,973.70 
TOTAL $23 , 837 223.34 


THE CHARTER OAK FIRE INSURANCE COMPANY 
(Second Annual Statement) 


ASSETS 
United States Government Bonds 
Cash on hand and in Banks . 
Interest accrued 


*ToTAL 


$1 027,000.00 
213,365.08 
5,356.78 


RESERVES AND ALL OTHER LIABILITIES 


Reserves for Taxes .... $ 1,164.52 
Capital . $500 ,000 .00 
Surplus 744,557.34 


1,244,557.34 


$1, 245,721.86 TOTAL $1, 245,721.86 


*Assets include securities deposited with State and other authorities, as required by law: 
The Travelers Insurance Company $19,705,962.00; The Travelers Indemnity Company $1,199,089.00; The Travelers Fire Insurance 
Company $683,000.00; The Charter Oak Fire Insurance Company $300,000.00. 


ALL FORMS OF LIFE, CASUALTY AND FIRE INSURANCE 
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(CONTINUED FROM PAGE 10) 


fort, and relatively insignificant cost required to attain 

ihem, particularly when contrasted with the not inconsidera- 

bie sums which would have to be expended in the (in many 

cgses) futile effort to acquire a profitable volume of pay-as- 
u-goaccounts. 

Furthermore, it will be seen from what follows, that the 
type of analysis required for “personal accounts” (with 
yhich we are here concerned) as distinguished from the larger 
and more active “business accounts”, is relatively simple. 


AN EQUALIZING CREDIT SUGGESTED 


EVEN though a bank decides that it will require no mini- 
num balance, and that it will accept on deposit in a checking 
ycount (after adequate investigation of the depositor’s 
character, background, etc.), any sum which the depositor 
inds it convenient to deposit, or to leave on deposit, it may, 
nevertheless, recognize the desirability of a variation be- 
tween the amount of the service charge made on an extremely 
small account and that made on an account in which a three- 
figure balance is carried. To meet that need there is suggested 
afourth, and final, element called the “income credit.” 

Income Credit. This credit will be expressed in terms of a 
certain number of cents per hundred dollars of balance and 
will be used as an “offset” to the total of elements num- 
bers one to three. 

The amount of this credit in any particular bank would be 
determined as follows: 

Assume that a bank (after deducting its investment cost 
from its income from all investments) has an average return 
of 3 per cent per annum on its total invested funds, and that 
its average legal reserve, cash in vault and balances carried 
with other banks amounted to 15 per cent of its average 
demand deposits during the same period for which its aver- 
age rate of return was determined. (This percentage will 
increase as legal reserve requirements are increased.) This 
would mean that during that period, the bank had been able 
toearn 3 per cent on $85 of every $100 of its demand de- 
posits, or approximately 21 cents per month. 

Therefore, theoretically at least, each checking account 
depositor of the bank in question may be said to be entitled 
toa credit of 21 cents for each $100 of his balance, in any one 
month, to offset the maintenance and activity charges which 
are chargeable to him for services rendered during that 
month, 

For example, assuming a maintenance cost of 18 cents 
and an average item cost of 3.9 cents (depositors to be 
charged 5 cents per item) in this bank, and assuming the 
average activity of 13 items per month, previously referred 
to, a depositor whose balance was $200 would pay a service 
charge determined as follows: 


Maintenance 
13 checks paid and deposited @ 5 cents 

Less income on balance !. . 


Had the balance of this depositor been $400 instead of 
$200, the income credit would have exceeded the total cost, 
and consequently, no service charge would be made. 


‘Float has been disregarded in this example because it is a negligible factor in 
snenal accounts. In larger and more active accounts it should, of course, be de- 

lucted from the balance before applying the income rate (or credit) to the average 
balance. If the minimum rather than the average balance is used float may be dis- 
oa entirely. Incidentally, it may be noted that the use of the minimum rather 
; average balance for analysis p in addition to making it possible to 


urposes, 
wore float, will greatly simplify the analysis work since the time-consuming 
process of computing average balances is dispensed with. 
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HB 10 6% 
TAXABLE YIELDS AND THEIR EQUIVALENTS 


(AT VARIOUS LEVELS OF INCOME 
UNDER THE 1936 ACH) 


IN WHOLLY EXEMPT 
AND PARTIALLY EXEMPT INCOME 


The figures apply to individual ia- 
it is obviously the net vield — that isthe  vestors, with separate tabulation 


Questions — 
bank customers may ask 


... Which will yield most 


at given levels of income 
Taxable Bonds? 


Partially Exempt Bonds? 


Wholly Exempt Bonds? 


rising tide of taxes—the probability 
of further increases—makes necessary a 
more careful study of the relative net yields of 
various available types of securities at any 
given level of income. 

The chart illustrated above gives the answer 
to this important question—quickly and 
conveniently. 

It shows the net yield—after taxes—of 144% 
to 6% taxable securities, at all levels of income; 
also the equivalents in income wholly or par- 
tially exempt from Federal Income Taxation. 
A copy will be sent upon request—without 


obligation. 


Write for Folder KC-47. 


HALSEY, STUART & CO. Inc. 


CHICAGO, 201 S. LaSalle Street « NEW YORK, 35 Wall Street 
AND OTHER PRINCIPAL CITIES 


| 
|S 
| 
Fon buying tor income, The chart within hee been prepared 
able aatus of the securities purchased ia to disclose quickly the anewers to 
second in importwace only to méety questions arising from this problem — at is an 
of principal. The rising tide of taxes, and various levels of income — and for the - a 
the probability of further increases make three important investment classi- iw 
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COMMERCIAL CREDIT COMPANY 


Baltimore 


Twenty-fifth Annual Consolidated Financial Report 


AS OF DECEMBER 31, 1936 


ASSETS 


Motor Lien Wholesale Notes and Acceptances 
Industrial Lien Retail Time Sales Notes.............. 
Open Accounts, Notes and Factoring Receivables 
Sundry Accounts and Notes Receivable 


Customers’ Liability on Foreign Drafts and Letters of 
Credit (contra) 


Repossessions in Companies’ possession at depreciated 
alues 


Sundey_ Securities value 


$1,157, 


investment Securities held by American Credit 
Indemnity Company of New York (market value 
$3,519,651.97) 


Deferred Charges—Interest and Discount Prepaid, etc... 
Furniture and Fixtures 


$143,998,158.15 


LIABILITIES 


Unsecured Short Term Notes (Subsidiaries $4,594,273.24) 


Accounts Payable: 


Credit Balances of Manufacturers and Selling Agents. 
Sundry, including all Accruals, Federal and other Taxes 


Debentures due 1951. 

Contingent Liability on nie Drafts and Letters of 
Credit (contra) 

Contingent Reserves: 


Margin due Customers: only when Receivables are 
collected 


Reserves for: 
Possible Losses and Contingencies 
American Credit Indemnity Company of New York— 


Insurance Reserves required by law, plus voluntary 
Reserves of $500,000 


Deferred Income and Charges (unearned)............ 


Capital Stock and Surplus: 
ae Interests (Common Stock and Surplus— 


Preferred Stock—414% Cumulative Convertible... .. 
Common Stock, $10 Par Value. 
Capital Surplus 


$17,901,981.58 
13,789,352.32 


$ 


36,948 ,481.75 
32,121,517.70 


29,626,535.14 


748,334.88 


3,309,771.89 


4,470,477.60 


6,176,507.37 


4,862,865.60 


5,283,986.78 


3,766,355.73 


917,725.31 


45,234.65 
12,269,900.00 
18,407,440.00 


31,691,333.90 


$ 23,529,529.59 


242,694,692.74 
779,745.98 


130,150.71 


64,148.55 


4,058,106.77 
1,276,966.21 
4.00 


$272,533,344.55 


$142,142,273.24 


10,646,984.97 
30,000,000.00 


130,150.71 


10,146,852.38 


17,053,174.70 


62,413,908.55 


$272,533,344.55 


Summary of Operations 


Year Ended 
December 31, 1936 


$789,508,418.29 
26,551,746.85 


Gross Receivables Purchased 
Gross Income 


Operating Expenses (excluding In- 


terest and Discount) 11,386,067.41 


$ 16,511,336.28 
Interest and Discount Charges. ..... 1,941,880.10 
Reserve for Federal Income Taxes. . 2,409,568.70 
Net Income from Operations $ 12,159,887.48 
Less Net Income for Minority In- 
Net Income on Capital Stocks of 
Commercial Credit Company 
Reserve for Surtax on Undistributed 
Profi 


$ 12,151,581.82 


Net Income credited to Surplus... .. 


Interest and Discount Charges— 
Times earned 


12,005,790 


Net Income per share on Common 
Stock, including scrip, outstanding 
at end of period 


Net Income per share on 44% 
Stock outstanding at end of period.. 


Dividend requirements on 
Cum. Convertible Preferred Stock 
outstanding at end of period— 
Times earned 


6.15 $607 


9903 97.84 


(a) Before provision for surtax on undistributed profits. 
(b) After provision for surtax on undistributed profits. 


Analysis of Earned Surplus 


Net Income credited to Surplus... .. 


Excess Reserves on closed banks re- 
turned to Earned Surplus... ... 


$ 12,005,779.00 


Less dividends paid in cash on: 
Various issues of Preferred Stocks, 
since retired $ 


44%% Cum. Conv. Pfd. Stock, 
issued June 30, 1936 


$31,772.02 


8,982,789.75 

202,351.15 

$ 10,006,592.92 

Net Surplus Credit for period....... $ 2,055,251.67 


Earned Surplus Balance, beginning of 
iod 11,734,100.65 


Earned Surplus Balance, end of period $ 13,789,352.32 


Motor Lien Retail Time Sales 
Ses = po Reserves for Losses in Excess of Net 
Net Income before Interest and Dis- ae 
In . 
W 
if 
23.30 23.02 | 
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* YOUR LETTERHEAD IS THE VOICE OF YOUR BUSINESS 


WHAT EFFECT A GOOD voice? Listening to the radio... speaking over the telephone . . . attend- 
ing the pictures . . . we have all become keenly aware of the effect and the value of a good voice. 
The words, of course, are important, the music pleasant, but it is the voice that wins our remem- 
brance and our response. e — So it is with the letters you write daily. Your letters are your 
words, but they are carried by paper in this stead, acting as your voice. And how does that voice 
affect those who receive? Does it speak with clarity and assurance, with naturalness and easy grace? 
It can. It will, if you choose your paper as carefully as you choose your words. As with words, 
there is a large variety of papers, but those that will serve you best in your business and per- 


sonal correspondence are papers made from rags. They are crisp and durable and have a ring 


of quality that will put a new note of confidence and distinction into the voice of your letters. 


RAG CONTENT PAPER MANUFACTURERS 


122 EAST 42nd STREET, NEW YORK 
FINE PAPERS FOR LETTERHEADS, LEDGERS AND INDEX RECORDS. 


THE BEST PAPERS ARE MADE FROM RAGS 
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The Trend to 


Washington, D. C. 
PPROXIMATELY four years ago an all but dominant 
A faction in Congress attempted to force upon the 
Federal Reserve Board the duty, as well as what was 
considered the power, of carrying on open market operations 
for the purpose of raising commodity prices to the average 
level of 1926. That general proposition was the idea back of 
the “Thomas Amendment” which gave the Government 
power to issue $3,000,000,000 in greenbacks and eventually 
led to the devaluation of the dollar. 

In view of the protests of the Reserve Board at the time 
that it would be impossible to carry out the mandate of Con- 
gress with respect to prices, and by reason of the inaugura- 
tion of other policies of an inflationary character, the direct 
attack upon the matter of prices was turned aside. Devalua- 
tion, increased industrial activity, deficit financing by the 
Government, more active turnover of deposits, and other in- 
fluences have brought about a change in price levels and that 
change has now reached a point where there is danger of 
actual price inflation of a disastrous sort. The Government 
and, so far as it has any power, the Federal Reserve Board, 
are now called upon to do what they can to curb further ad- 
vance or at least to mitigate the effects of an irregular ad- 
vance which results in disparities between prices of various 
classes of commodities and a consequent upset of the balance 
between production and consumption. 


HOW FAR CAN “CONTROL” CONTROL? 


THE advancing price level, as well as the necessity of curb- 
ing speculation in commodities and securities, is a factor in 
the Reserve’s policy of reducing excess reserves and in the 
Government’s policy of neutralizing so far as possible the 
continued influx of foreign funds. A runaway price situation 
may easily bring about the sort and degree of general infla- 
tion which these acts of the Government and the Reserve 
Board have been designed to prevent. Such a development is 
quite possible at any time under present business conditions. 

Whether the Government or the Reserve authorities can 
go any further in arresting unfavorable developments in this 
line without involving themselves in difficulties greater then 
they propose to cure is a serious question. Theoretically the 
price advance is due partly to dollar devaluation and the re- 
lation of American prices to those abroad; partly to excessive 
available credit and an overabundance of bank and other 
money; partly to an increase in the demand for certain com- 
modities in relation to the supply as a result of increasing 
industrial and general business activity; and partly to mone- 
tary manipulation under our present managed currency sys- 
tem. The Government and the Reserve have already taken 
action with respect to excessive available credit. Probably 
the course of the Federal Treasury in accepting new relation- 
ships between the dollar, the pound sterling, the French 
franc and other foreign currencies will offer a further check 
on price advances in this country. 


FARM PRODUCTS PRICES ARE A KEY 


IT is very doubtful, however, whether either monetary 
manipulation, devaluation or the steps taken to counteract 
their influence are the most important elements in the pres- 
ent situation. From the low point in average commodity 
prices in the Spring of 1933 to the present time, the Bureau 
of Labor Statistics index has advanced from 61 per cent of 
the 1926 average to 86 per cent as of February 20—25 points, 
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Higher Prices 


or 41 per cent. The most influential factor in this general 
advance has been improved prices for farm products in a Tise 
from 42.6 in the spring of 1933 to 91.4. 

The advance has been highly irregular both in the matter 
of time and as between commodities. Farm products in. 
creased from 41.9 in February 1933 to 91.4 in Feb 
1937; all commodities other than farm products from 64.1 to 
84.8; and all commodities other than farm products and 
foods from 66.3 to 84.2. If the index of 1926 is to be taken as 
normal it is evident that farmers have not only redressed the 
unfavorable balance between what they buy and what they 
sell but have gone far beyond what was necessary to do g 
and it is now industry’s turn to secure some readjustment, 


WAR AND SPECULATION 


THIS, in fact, seems to be what is going on, but it is doubtful 
if the figures covering these price movements may be taken 
as a proper measure of that readjustment. It is evident that 
the advances in the price of metals and their products have 
been greatly influenced by the demand for war materials in 
Europe and, indeed, several other commodities have been 
subject to that influence. Undoubtedly there has been a con- 
siderable speculative element in the demand for some com- 
modities, forward buying in many raw materials, metals and 
the like, having been prevalent from time to time. Neverthe- 
less the actual advance in prices of industrial products 
generally has been material and in fact is more or less in- 
evitable. 

Aside from increased demand which, perhaps, is the 
strongest element in the advance, there have been wide- 
spread, almost universal and large increases in wages. Taxes 
are higher and under social security and similar imposts are 
going higher. Each advance in costs and prices in any one 
item naturally results in increased cost in every other line in 
a rising spiral which sooner or later must be felt in higher 
prices to consumers and an increased cost of living. As a 
foundation of this general immediate advance is the influence 
of credit inflation and expanded bases of currencies. 


RISES SHOULD BE MODERATE 


THE general effect of this rise in the price level has been 
beneficial. In the world at large it has enabled many coun- 
tries whose economic well being depends upon the export ofa 
few essential raw materials to reorganize their finances, in 
many cases to resume service on their foreign debts and in 
any event to resume the import of foreign goods, much to the 
benefit of other countries. In the United States the readjust- 
ment of prices as between the several classes of products— 
farm and industrial products for example—has undoubtedly 
been largely responsible for renewed industrial activity. On 
the other hand, it is evident that irregularity in advances 
may lead to further disparities and interfere with the smooth 
working of the economic machine. 

For the benefit of business recovery it is essential that 
price changes in the transitional period in which the country 
is now entering should be as moderate as possible and 3 
much in line with advances in other lines as possible est 
there be a recurrence of those inequalities and disparities 
which were largely responsible for business depressions of the 
past. The maintenance of an even level of prices is at best @ 
difficult problem but in present circumstances it seems to be 
more a responsibility of business men than of the Govert- 
ment or credit authorities. GrorcE E. ANDERSON 
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{ WHATEVER IT IS — WHEREVER IT IS — INSURE IT IN THE HARTFORD. FOR NEAREST AGENT PHONE WESTERN UNION } 


Bonding used to be 


a Chinese puzzle 


to me 


But not since we 
bought the single 
Blanket Bond of the 
HARTFORD* 


“Trying to decide which of our employees 
should be bonded, and for what amount, used 
to be one of the most troublesome things | 
had to do. Yes, a Chinese puzzle. 

“Then an agent of the Hartford Accident 


HARTFORD FIRE 


and Indemnity showed me how to avoid this, 
with a Blanket Bond. We bond all the em- 
ployees and enjoy complete protection against 
the dishonesty of any one of them. 

“Even changes in our personnel or in the 
duties of any individual do not affect this cov- 
erage. We don’t even notify Hartford of such 
changes. Simplicity itself! 

“A plan like this strikes me as being modern 
and logical. We have Hartford Fire Insurance 
covering our whole plant because we have no 
way of knowing in what part a fire may break 
out. Just so, our Hartford Fidelity Bond covers 
our whole personnel, because we don’t know 
who may prove dishonest.” 


INSURANCE COMPANY 


"HARTFORD ACCIDENT AND INDEMNITY CO. 
HARTFORD, CONN. 
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10,000 More Irems HANDLED 
2% Hours Less TIME 


after installing 


Air Conditionin 


NOW is the time to install EVERY ITEM handled by the American National Bank, Nashville, Tennessee, 


is accurately recorded—together with the number of employees required to 
handle these items each day. So there’s no guesswork about it when a bank 
Carrier ie AIR CONDITIONING official states that employee efficiency has increased at least 20% since 
installing Carrier Air Conditioning—his observation is based on facts, 
ARRIER AIR CONDITIONING isn’t a luxury 
—it's an investment that pays definite 
dividends—whether it’s confined to your 
banking quarters, your offices, or installed 
throughout the whole building. Consider 
the Northern Trust Company in Chicago. 
There the fresh, year ‘round atmosphere 
provided by Carrier Air Conditioning re- 
duced absence due to illness a full 50% 
within three months after the installation 
was made. And business increased to 
such an extent that twice as many em- 
ployees were required as before. The 
cost? The bank's own statistics show that 
saving 6 minutes per day per employee 
pays the entire owning and operating cost. 
Now consider the American Bank Build- 
ing in New Orleans, where, in addition to 
the bank's quarters, rental offices are Air 
Conditioned by Carrier: occupancy has 
been maintained at 98% —despite low 
occupancy of adjoining buildings. 


LARGEST DAY in the history of the bank (up to that time) was July 14—the day the 
Carrier System was placed in operation. On that day the same number of employees 
handled 10,000 more items than on the next to the largest day—and in two and one-half 
hours less time. “Of course,” writes Comptroller Wilson, “we attribute this to the 
Carrier Air Conditioning—as July 14 was one of the hottest days of the summer." 


Whether your building is old or new, large or 
small, you can gain these same advantages with 
Carrier Air Conditioning. Why Carrier? Because 
Carrier pioneered in developing air conditioning— 
has had more than 35 years’ experience in air con- 
ditioning banks in every part of the country, as well 
as such famous buildings as the U. S. Supreme Court 
Building, Macy's, and the RCA Building. Plan for 
your Carrier installation now. Now, to be ready for 
the hot, muggy weather just ahead. Now, before 
building costs advance further. 


CARRIER CORPORATION, Desk 336 
850 Frelinghuysen Avenue, Newark, N. J. 


Without obligating me in any way, send me complete ANOTHER BANK—the First National Bank of Jefferson Parish, Gretna, Louisiana, finds 
cee <n Canter Str Caniitening Sor Sante. that the cool, clean carefully dehumidified atmosphere of Carrier Air Conditioning 


has increased employee efficiency. And two employees of this one-story brick building 
have had their hay-fever relieved! 
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- The Outlook for Higher Money 


Washington, D.C. 

R the first time in several years the prospects for 
higher interest rates are moderately but unquestionably 
better. Whether this outlook will continue after the read- 

justments to follow the full increase in reserve requirements 
for member banks in the Reserve system is uncertain, but 
since there are influences other than the reduction of excess 
reserves in operation there is considerable reason to antici- 
pate that rates thereafter will be at least as high as and prob- 
ably slightly higher than at present. 

So far, however, the trend is conclusive only as to short 

' term rates. The primary influence toward higher rates is the 

_ teduction in excess reserves and this factor is already opera- 

_ tive. Following the announcement of the increased require- 
| ments in December, the rates charged customers in New 
York City, which had fallen from 2.64 in January 1936 to 
2.43 in December. rose to 2.50 in January 1937 but, contrary 
| toexpectations, fell to 2.41 in February. Rates in eight other 
» Morthern and eastern cities have been slow to rise. They fell 
from 3.62 in January 1936 to 3.46 in December and to 3.36 in 
| January but rose to 3.43 in February. 

In 27 southern and western cities, however, the average 
rate which had fallen from 4.47 in January 1936 to 4.14 in 
December, rose to 4.16 in January but fell to 4.15 in Febru- 
ary. Rates on United States Treasury 273-day bills rose from 
0.08 per cent in the latter part of November to 0.454 per 
cent in mid-March while prime bankers’ 90-day acceptances 
tose from 3/16 per cent in November to 5/16 in mid-March. 

Perhaps most convincing of all, the Treasury’s March 
financing was at the same rate as that in December,—the 
first time in approximately four years in which the Treasury 
failed to lower the rate at which it borrowed money. 
Among the influences leading to the improvement in rates, 
aside from the reduction in the volume of unemployed 
money in the banks by action of the Reserve Board, have been: 
the Treasury’s neutralization of the imports of foreign funds 
Which has prevented or at least checked the increase in the 
Volume of excess reserves; an increase in the demand for 
loans for commerce and industry indicated by a renewal of 
the increase in loans of the reporting member banks; higher 
commodity prices, entailing heavier carrying loans; and the 
gradual absorption of corporate surpluses by a resumption of 
more active business, necessitating recourse to public or other 
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financing. It has been realized also that prices of high grade 
bonds had advanced to a point where their purchase became 
speculative,—a guess on the part of the buyer as to whether 
prices would fall and he would incur a loss before earnings at 
the low rate would justify the investment. 


OTHER INFLUENCES 


INCREASED corporate earnings and more profits in busi- 
ness have also drawn into investment channels a consider- 
able volume of money which has been exerting a downward 
pressure upon open market money rates. 

Rates in the United States also are considerably affected 
by the prospect of firmer rates abroad. In Great Britain short 
term rates display a slight tendency to harden while it seems 
generally agreed that the long term rate has risen from 2.66 
in 1935 to 3% per cent with the probability of a further 
slight rise in autumn. The recent weakness of high class 
bonds on the London market has been especially influential 
in affecting American rates. In The Netherlands there have 
been wide variations in the short term rates with some fair 
improvement while efforts to bring long term rates down to 
3% per cent for refunding have been given up and consider- 
ably higher rates are anticipated. Similar conditions exist in 
Switzerland. In both countries it is believed that the era of 
exceedingly cheap money is ended. 

In other European countries rates are affected by govern- 
ment control, but so far as there is free movement rates have 
trended higher. There is general agreement in Europe that 
the re-armament programs of the various governments are 
certain to lift interest rates materially. 

Both in this and other countries it is to be realized that 
under a managed currency regime, now practically universal, 
rates of interest are subject to government or central bank 
manipulation and if rates trend too high for government 
purposes they will be brought down by currency or credit 
manipulation. 

The policy of the Federal Reserve Board, as repeatedly 
announced and as supplemented by declarations of Govern- 
ment policy, is to permit the hardening of short term rates 
with the intimation,—possibly amounting to a suggestion of 
control,—that long term rates are not expected to go much 
higher. 

GeorGE E. ANDERSON 
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A Problem in Public Service 


ROFESSOR Andrew Christie, of Auraria College, had 

had a modest bank account for years, so modest that 

he was treated with unusual courtesy and sympathy 
by the tellers. People didn’t speak of the inferiority complex 
in those days, but he had one as he paced the marble floor 
of the bank lobby and approached the brazen gratings to 
make his monthly contributions or to withdraw the weekly 
driblets on which he lived. As to entering the sanctum of 
either the president or vice-president, the Professor never 
thought of such presumption. 

Nor did it ever occur to Professor Christie that he 
could borrow from a bank. Never having used his credit 
he was not aware that he had any. Besides, from his Scottish 
ancestors he had inherited a holy horror of debt, the shady 
side of credit, and often hummed an old song that ran like 
this: ‘My wants are but small and I care not at all if my 
debts are but paid when due.” That, of course, was in his 
carefree bachelor days, when he really did “paddle his 
own canoe.” 

Naturally, he did not escape matrimony, and when, in 
the course of time and human events he had the statistically 
normal family of five, it gradually dawned upon him that 
he was living in a fool’s paradise. His meager salary was 
lagging behind his expanding needs and, month by month, 
he could make ends meet only by drawing on diminishing 
reserves. Not that he ever ran bills—not yet. 

At this stage in his career Professor Christie was a para- 
gon of economic virtue. He resisted the salesman, closed his 
eyes to the most alluring advertisements, hardened his 
heart against appeals and suggestions of every kind. But 
the infernal bombardment continued, by day and by night, 
and at last he fell. And when his mother-in-law asked him 
why, he answered, half in jest, in the words of Father Adam: 
“The woman thou gavest me.” And the culprit, to the same 
question replied: “The serpent beguiled me and I did eat.” 


AND SO THEY OPENED A CHARGE ACCOUNT 


IN other words, needing innumerable things and lacking 
cash in hand, being tempted by show windows and sales 
people, and being introduced to the credit manager of a 
department store by an old and trusted friend, Mrs. Christie 
had eaten of the forbidden fruit. She kept the guilty secret 
of that purchase and the forthcoming little bill for a week 
and then, after tearful confession, forgiveness, and much 
discussion pro and con, persuaded her reluctant husband, 
and he did eat. Thus they found that their credit was good. 

Easy is the descent of Avernus. And easy it is to say: 
“Charge to my account,” thus postponing the evil day. 
But, as a matter of fact, the account in question was 
promptly paid, and numerous others as well—until a den- 
tist’s large bill was received, settlement of which was post- 
poned for two months, and without compunction. On the 
third time of asking, a partial payment was made, but only 
by robbing Peter to pay Paul—that is, by putting the Smith- 
Jones Furniture Company on the instalment plan, thus 
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The Professor’s Credit Was Good 


By J. E. LEROSSIGNOL 


giving them a dose of their own medicine. And thus the 
Christies were slipping, little by little, along the downward 
path toward the bottomless pit. 

For a time the creditors concerned were surprisingly 
patient, sending their bills month by month without the 
slightest hint that they were apprehensive about the grad- 
ually increasing balance due. Presently, however, tactful 
and progressively persuasive reminders began to appear on 
the bills, followed by something more insistent, until finally 
Andrew received a letter from the very credit manager who 
had started the downward drift, asking for a personal 
interview. 


THE PROFESSOR’S GRADES WERE FAIR 


THE. interview was by no means painful—quite the con- 
trary—for, with the utmost consideration for Professor 
Christie’s feelings, the business diplomatist assured him 
that his credit was still good and that the house of Brewster 
Brothers would gladly keep his name on the books so long 
as he should reside in Auraria. True, his credit rating as 
given in the Blue Book was not the best ever, nor yet the 
worst, consisting of one P, for prompt, from the gas com- 
pany; one G, for good, from a laundry concern; six §’s, 
for slow, from as many retail stores; and one R, from a corner 
grocery, meaning require cash. But even so, the case was 
far from hopeless. Would it not be well to remember that 
there were banks in Auraria, in one of which it might be 
possible to establish a line of credit, which would enable 
him to consolidate his indebtedness and have the satisfaction 
of paying his current bills when due? With that the interview 
was ended with many expressions of mutual esteem and 
confidence. 

Although assured by the aforesaid credit manager that 
there was no lion in the way, it was with some trepidation 
that Professor Christie presented himself to President 
Stoney, of the Great Western National Bank, not knowing 
how to open the conversation. But it was opened by the 
president himself, who had often heard of the professor and 
had even read his books, and wondered in what way the 
bank could be of service to him. When a loan of $300 at 
60 days was diffidently mentioned, the president smiled 
approval, produced a note form which was duly signed, and 
presently, without mention of collateral or second name, 
Professor Christie was graciously bowed out, carrying to 
the receiving teller a deposit slip for the amount required 
less the usual discount, the rate of which he quite forgot 
to notice. 

The proper way to end this story, of course, would be to 
say that the good professor reestablished himself financially 
with his tradespeople, paid off his bank loan and lived care- 
fully ever after. Let’s hope he did. : 

But that is not the point. This story has a moral, whichis 
that the bank missed an opportunity to render an important 
service. Many borrowers need counsel on household budget- 
ing as much as they need a loan. 
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What Factors Do 


By EDWARD H. COLLINS 


business did not bring him into intimate contact 

with it, what “factoring” was he would either look at 
you blankly, or, if he was well informed, he would tell 
vou that it “had something to do with the textile business”. 
" Even today, factoring is not exactly a household word, but 
the subject has become one of continuously increasing inter- 
est among bankers and business men. The reason? Because 
factoring happens to be one of that extremely small group of 
enterprises that not only proved to be depression-proof, but 
into which the depression actually breathed new life and 
vitality. As recently as 1928 factoring in the United States 
was a $330,000,000 business. Today it belongs in the billion- 
dollar class, or very close to it. 

How, it will at once be asked, could the depression have 
such a peculiarly fortunate effect on the business of factoring 
when it was ruining nearly every industry in the nation? 
The first answer to this is—as will be shown shortly—that 
the factoring business happens to be one which ministers to 
the financial needs of depressed industries, and particularly 
to the needs of industries with impaired working capital. 
Since such industries increase in number in bad times, the 
need for the services of the factor also increases. The second 
answer has to do with one of the indirect consequences of 
the depression, namely, the extreme ease in money. This 
easy money has exercised a steady pressure on borrowers, 
and has stimulated greatly those companies, such as the 
finance companies, which deal largely in consumer credit. 
Looking about for some way of putting this cheap money to 
work the finance companies discovered, saw the possibilities 
of, and absorbed some of the larger factoring concerns. This 
gave the latter a greatly increased measure of popular recog- 
nition. Not only did their activities begin to expand in the 
textile field, but they began to overflow into an increasing 
number of fields outside textiles. 


U' to half a dozen years ago, if you asked anyone whose 


TEXTILES NEEDED FACTORS MOST 


THERE are two reasons why the factor has until recently 
grown up almost entirely as an adjunct to the textile industry 
in this country. One of these is that textiles were among our 
earliest manufactures; the other is the highly seasonal nature 
of the business, which required that it be “carried” over 
much of the year. 

In preparation for their short selling season, the mills had 
to buy up raw materials two to three months in advance. 
During these months it was a case of “all going out and 
nothing coming in”. Indeed, from the time that a firm began 
to pay out on account of wages and inventory until it actu- 
ally got the money for its goods, six months might elapse. 
In the early days of the industry few banks would finance 
the manufacturers through this period. So, to bridge the 
long gap, the factors stepped in, first to finance the manu- 
facturers’ inventory needs and then, to assure him that he 
would be paid promptly at the maturity of his bills receiv- 
able, purchased from him at a commission. 
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During the last 25 years or so there has been a grow- 
ing separation of the pure banking functions, the mer- 
chandising functions, and the credit and collection functions. 
In other words, most of the leading factors today do not 
make it their business to supply working capital by lending 
against the general assets of their clients. They leave this 
business to the commercial bankers. 

When we speak of a factor today, therefore, we have in 
mind an organization that assumes the responsibility that a 
client will be paid for what he has sold, and be paid on time. 
Actually, the factor takes over all of the credit and collection 
functions of a concern. 

This risk-bearing function is very much akin to a guaran- 
tee, though it is not a guarantee before the law, nor is it re- 
ferred to as such in the trade. It consists in buying the bills 
receivable of a client after the latter has manufactured, sold 
and billed his goods, and buying them on a “without re- 
course”’ basis. 

This assumption of the credit risk is based on the “ notifi- 
cation” principle. The face of invoices sent out by the client 
carries a notation to this general effect: 


“This bill is assigned to and payable to our factors, the X.Y.Z. 
Factoring Corporation, to whom notice must be given of any mer- 
chandising returns or claims for shortage, non-delivery, or on other 
grounds.” 


Copies are then sent by the client to the factor with all the 
necessary shipping documents. The factor is then ready to 
discount his clients’ sales and to handle all of the collection 
problems. Once a shipment goes out and the proper papers 
have been forwarded to the customer and the factor, the 
client has no further dealings with the customer. If a dispute 
over the merchandise should arise and it can be shown that 
the client is in the wrong, he is, of course, in the position of 
having to make good. But should the customer be slow to 
pay, or prove insolvent, the factor suffers the loss. 

Needless to say, the factor does not perform these services 
without compensation and without certain safeguards. His 
usual commission for purchasing the client’s receivables 
ranges from 1 to 2 per cent of their face value. In addition to 
this, moreover, the client must sell only to those customers 
and in those amounts approved by the factor’s credit depart- 
ment—that is he must, at least, unless the factor is willing to 
take other receivables on a “with recourse” basis. 

Now, in addition to this service of underwriting the sales 
of its clients, the factor performs a supplementary banking 
service that is frequently regarded as even more important. 
It not only buys its clients’ bills without recourse as of their 
maturity date, but it will go a step farther in case the client is 
in need of cash. It will advance him almost the full amount of 
his receivables, retaining only a small balance as surety 
against claims and allowances. For such service it charges a 
rate of 6 per cent annual simple interest, but most firms are 
usually glad to pay this, since it results in putting their trade 
virtually on a cash basis. 
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How Britain Uses Treasury Bills 


By F. BRADSHAW MAKIN 


E treasury bill plays a most important réle in the work- 
| ings of the Exchange Equalization Account, which, it 
will be recalled, was first instituted in 1931 when it was 
financed by the issue to it of 150 million sterling ($729,- 
000,000) of the bills, followed by a further issue of the bills 
amounting to 200 million sterling ($972,000,000) during 
1932. To enable us to appreciate to the full the question of 
treasury bills and the exchange account, a brief survey of the 
treasury bill position during 1932-1935 will prove helpful. 
Though the official system of issue is still that of public 
tender, bills are nevertheless issued through “the tap” to 
certain government departments and to the exchange ac- 
count. This being so, an analysis of “tender” bills and “tap 
bills” throws some light on general policy. 

During 1932-1934 the total tender bills were reduced by 
over 200 million sterling ($972,000,000), though the aggre- 
gate of all bills was reduced by 35 million sterling ($170,- 
000,000) only. During the same period the tap bills were in- 
creased by over 200 million sterling ($972,000,000), part of 
which was taken up by the exchange account. The net effect 
of this switch-over was, without doubt, that of forcing the 
commercial banks to hold less funds in treasury bills and to 
increase their holdings of investments. 


INSTRUMENT OF THE CHEAP MONEY POLICY 


IN brief, one of the methods by which the government 
carried out its cheap money policy was by reducing the vol- 
ume of the tender bills. At the end of 1934 the total out- 
standing of 900 million sterling ($4,374,000,000) was roughly 
half tender and half tap, but during 1935 the general trend 
was reversed, so on December 31, 1935, the total outstanding 
of 866 million sterling ($4,206,000,000) was made up of 565 
million sterling ($2,745,000,000) tender and 301 million 
sterling ($4,207,000,000) tap. 

The bulk of the increase in tender bills had been taken up 
by the banks with the result that the increase in their invest- 
ment holdings had been checked and a small reduction had 
taken place. The rate of interest on gilt-edged securities 
showed a slight tendency to rise, which in view of the in- 
creasing commercial activity would have been gradually 
accentuated, and the cheap money policy somewhat upset. 
It is at this stage that the Exchange Equalization Account 
comes into the picture, for under our present monetary 
system purchases of gold by the Bank of England from the 
exchange account do not have the same effect as purchases 
direct from the market. In the first instance the exchange 
account was placed in funds by means of an internal loan, 
the funds being borrowed in the form of treasury bills. To 
enable the exchange account to buy gold or foreign currency 
it sells its holdings of treasury bills as and when required. 
Therefore, the purchase of gold or foreign assets by the 
exchange account will always involve the sale of treasury 
bills to the discount market and the banks. 

In short the purchase of gold causes additional treasury 
bills to become saleable on the market, while the sale of gold 
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causes the market’s supply of treasury bills to be reduced, 
as the exchange account takes up bills to replace the gold 
on foreign assets sold. 

Speaking generally, bankers’ deposits rise with every in. 
crease in the Bank of England’s holding of gold or securities 
while bankers’ deposits fall with each increase in the note 
circulation. The note circulation has shown a marked in. 
crease during the current year so that, in accordance with 
the theory enunciated, bankers’ deposits should show a 
corresponding fall. To prevent a fall in bank deposits, it is 
necessary for the Bank of England to purchase gold either 
from the market or the exchange account. Should the gold 
be bought from the market, then the bankers’ deposits are 
increased directly, whereas if the gold is bought from the 
exchange account the supply of treasury bills available 
by tender to the banks is reduced owing to the exchange 
account’s taking up treasury bills to replace the gold sold to 
the Bank of England. In the latter event the banks’ de- 
posits are increased out of the maturity of treasury bills. 

The policy of the Bank of England appears to have been 
that of maintaining bankers’ deposits at a figure in the 
region of 100 million sterling ($486,000,000) and, to accom- 
plish this while the note circulation has been expanding, it 
purchased gold mainly from the exchange account. The effect 
of a gold outflow under the old gold standard system and the 
effect of a similar movement at the present time can be 
quite different. Under the gold standard an outflow of gold 
would reduce by a similar amount both the deposits and 
reserve of coin in the banking department of the Bank of 
England. The deposits reduced would be the bankers’ de- 
posits and in the balance sheets of the joint-stock banks a 
corresponding reduction would appear in their cash with 
the Bank of England and their own deposit liabilities. The 
net effect of the outflow was a reduction in the reserve-to- 
liabilities of the Bank of England, and in the cash-to-deposit 
ratio of the joint stock banks. 


THE EFFECT OF A GOLD OUTFLOW 


UNDER our present system when an outflow takes place, 
the exchange account will have sterling assets to invest asa 
result of its sale of gold, and these assets are invested in 
treasury bills. If the bills are obtained from the Bank of 
England, then the securities in the banking department will 
fall, as will also the bankers’ deposits, but the reserve of 
coin will be unchanged so that the ratio to liabilities wil 
rise. 
If, on the other hand the bills are obtained from the joint- 
stock banks, the bill holding of these banks will be reduced 
as will their deposit liabilities, but their cash will remain 
unchanged, and hence the ratio of cash to deposits will rise. 

In conclusion one must agree that the treasury bill now 
plays a réle quite undreamed of when the security was first 
suggested. To what extent this réle will be extended or 
modified it is at present difficult to say, but future develop- 
ments should be a matter of great interest. 
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Mechanies of Press Contacts 


By R. E. DOAN 


so little publicity in their local newspapers is the aver- 

age banker’s lack of systematic approach to this prob- 
ym. Few bankers pay sufficient attention to the mechanics 
of handling publicity stories for the papers. 

For example: Do you have a file of photographs of all offi- 
cers, directors and department managers in your bank? Is 
there a system whereby each bank officer and employee re- 
ports to one man anything of unusual interest which he has 
come across in the bank, or which he is doing or plans to do 
personally? Are press releases of all addresses by officers pre- 
pared well ahead of time and are they sent to the paper? 
These are but a few of the essential parts of the publicity job. 

The file of photographs of every officer, director and de- 
partment manager will come in handy every time one of these 
men is promoted at the bank, elected to some club job, gets 
married, makes a speech, becomes the father of triplets, 
sprouts an unusual hobby or meets with an accident. A 
photograph is welcomed by the newspaper, and gives added 
reader interest to any story. 

In conjunction with the photo file, there should also be a 
detailed outline of the life of each of your directors, officers 
and department managers. This should include such infor- 
mation as: date of birth, where born, schools attended, when 
and to whom married, number and ages of children, club 
affiliations, details of business career before entering bank- 
ing, details of military service if any, details of banking 
career, interests or hobbies outside bank, etc. Such sketches 
will be invaluable aids in writing up a news story about the 
individual. 


()s of the most important reasons why many banks get 


ONE MAN SHOULD DO THIS 


IN contacting the papers with news stories, it is well to 
have one man in the bank delegated to the job. Whether it 
be the advertising man, an executive officer or even the presi- 
dent depends, of course, upon the size of the bank, the 
policies followed and the man himself. In any case, he should 
bea man who is entirely familiar with all phases of the bank’s 
work, the bank’s policies, and with every new development. 
He should be completely in the confidence of all of the offi- 
cers, directors and employees—nothing should be concealed 
from him. He should have not only the banker’s slant, but 
that of the newspaperman. And, to engender the needed 
respect from others in the bank and from the newspapermen, 
he should have complete authority to speak for the bank. 

Such delegation of authority for all press contacts and 
publicity work to one man will simplify matters consider- 
ably. It will soon give the man a wide acquaintance with 
local newspapermen, and it will give the reporters someone 
vhom they can contact directly—and who will welcome 
them—whenever a news story about the bank breaks. In 
lke manner, if one man is delegated to handle this job, it will 
nake things easier for each director, officer and employee to 
pass along interesting items for news stories. 

One of the most important considerations in this connec- 
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tion comes when an unfavorable story about the bank breaks. 
It is in this field that many bankers fall down miserably. 
They refuse to give any information to reporters regarding 
an embezzlement, suicide, resignation, etc., of an officer or 
employee. Such an action is utterly foolish and is frequently 
harmful to the bank. The reporter’s job is to get the story, 
the newspaper’s job is to print it—regardless of whether or 
not the bank is involved. Knowing this, the banker should 
certainly cooperate as fully as possible so that the bank’s 
side may be heard. It is here that a well qualified publicity 
man, with full authority, can function most efficiently. And, 
it should be remembered, his job is not to suppress the story 
—for that is usually an impossibility. His job is to make the 
bank’s position clear—to see that the story throws no more 
unfavorable light on the bank than is absolutely necessary. 
In many, if not most, such cases the bank’s publicity man 
should “break” such a story to the papers himself. Unpleas- 
ant though this task may seem, it is far better to have an un- 
favorable story come from the bank than to have the re- 
porters get it, usually in garbled fashion, from other sources. 
We cannot lay too much stress upon the importance of this 
phase of bank publicity work. 


HOW TO AVOID MISQUOTATION 


ANOTHER phase of the work is the systematic releasing of 
material to the press. Many bankers object to the fact that 
their interviews with reporters and their addresses before 
groups are misquoted in the papers. This is not always, 
probably not usually, the fault of the reporter. It is more 
likely to be the fault of the banker himself. Naturally, re- 
porters prefer a personal interview to a hand-out press re- 
lease. However, the fact remains that even bankers are 
human, and in conversation may make an unconsidered 
statement liable to wrong interpretation. The best plan, even 
when a personal interview is granted, is to have a memo- 
randum or release prepared—containing the well considered 
remarks of the officer interviewed. 


DON’T OVERLOOK SPEECHES 


IN like manner, copies of public addresses given by any 
officer of the bank should be prepared for the press—if they 
are worth a story. And these should be prepared long enough 
ahead of the actual date of the address so that the papers 
can carry the story the same day the speech is given—while 
it is still news. In this connection, there need be no worries 
about such releases being printed before the release date. 
Editors are extremely careful about such matters. 

The mechanics of press contacts are important if you are 
to get your bank into the news, but the job is not costly. It 
merely takes a certain amount of time, a small expenditure 
for photographs, mimeographing or typing copies of re- 
leases, postage, etc., and someone who can present the news 
in an interesting, printable form to the right publications. 
Rightly handled, it is a job which will produce real benefits 
for any bank—large or small. 
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Three Ways to Manage a Bank 


By E. S. WOOLLEY 


IOMETIMES comparisons are very illuminating and will 
S aid in correcting errors which would be discovered in no 
other way. In order to accomplish this, however, it is nec- 
essary that the comparisons be between similar conditions or 
things. For this reason most of the average percentages of 
many banks combined are not of very great aid to the 
management of individual institutions. Too many dissimilar 
conditions exist in the banks from which the averages were 
obtained. 

This is particularly true when comparing the operating 
percentages of individual banks with an average for all 
banks in any given territory. In such average percentages 
there will be large banks and small banks; there will be 
banks with only 15 per cent of the total deposits in time 
deposits and there will be banks where this ratio is as high 
as 85 per cent. There will be banks where the turnover of 
these time deposits is once in 10 months and others where it 
is only once in 70 months, indicating a considerable differ- 
ence in the activity. 

Comparisons of the operating percentages of any two 
such banks alone would be of no real value to either, and a 
comparison between the average composed of all the various 
kinds in between is of even less value. 

Where banks are of much the same size, however, and 
where the ratio of time deposits to total deposits and the 
rates of turnover are also much the same, there should bea 
decided similarity between percentages of operating ex- 
penses and also between the percentage of total banking 
income which each retains as net income. 


HERE ARE THREE COMPARABLE BANKS 


ILLUSTRATING this article are the ratios of three banks 
of very similar size and deposit construction. The total de- 
posits were about $4,000,000, $6,000,000 and $9,000,000, 
and the ratio of time to total deposits was 68.94 per cent, 
77.05 per cent and 69.32 per cent in Banks A, B and C, 
respectively. 

The turnover of the commercial deposits was 20.21 times 
per year in Bank A, 22.84 times per year in Bank B, and 
19.02 times per year in Bank C. In the savings deposits the 
rates of turnover were once in 43.87 months in Bank A, 
once in 23.38 months in Bank B, and once in 30.85 months 
in Bank C. 

There is certainly not sufficient difference in size or com- 
position of the deposits of these three banks to account for 
any large differences in the amount of the total banking 
income which each bank could retain as net banking income, 
yet Bank A retained 42.01 per cent, Bank B 16.72 per cent 
and Bank C 11.47 per cent of respective banking income 
before considering losses, recoveries or bond profits. 

Bond profits are not considered in this analysis because 
they are extraneous from the viewpoint of steady bank 
income and therefore cannot be relied upon to build that 
strong financial structure so essential to sound banking. 
The same thing may be said of losses and recoveries. 
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These differences in banking income show that Bank 4 
retained 334 times more of its banking income than dig 
Bank C and 2% times as much as Bank B. The Point, then 
is to find out how Bank A accomplished this. 

The first thing that is apparent on looking at the income 
analysis is that the percentage of interest income to tota| 
income is the least in the most profitable of the three banks. 
This, of course, is because that bank collected more in 
other banking income. The big difference came in service 
charges on small loans and building rentals. Building rentals 
were almost offset in the case of Bank C by the trust de. 
partment, leaving the one difference in the income per. 
centage in the small loan charges. 

While not apparent in these figures, the large amount 
invested in personal loans in Bank A resulted in the gross 
yield from earning assets in that bank being 4.28 per cent 
as against 3.42 per cent in Bank B and 3.25 per cent in 
Bank C. Naturally, this made a considerable difference in 
the dollars and cents earnings from the earning assets. 


HOW THEY BOUGHT GOVERNMENTS 


BANK A’s percentage of 28.78 of its total deposits in cash 
and Government bonds was high enough for such a bank 
under existing conditions, but Bank B penalized its earnings 
by carrying 59.38 per cent of its deposits in such investments 
and Bank C had 39.96 per cent therein. A further analysis 
showed that the bonds of Bank A could decline 9% points 
from book ,value before the surplus and undivided profits 
would be wiped out, whereas in Bank B this ratio was only 
2.13 per cent. Bank C’s ratio here was very strong, 21.9% 
per cent, occasioned, however, by a high ratio of surplus 
and undivided profits to deposits and not by a low invest- 
ment in bonds. 

Getting back to the operating percentages, the two big 
items of salaries and interest paid totaled 44.23 per cent 
of the income in Bank A but 59.31 per cent in Bank B and 
71.67 per cent in Bank C. In both B and C these two items 
alone added to more than the total operating expenses in A 

While the percentage of salaries to income ran the highest 
in Bank C, nevertheless the average salary was the lowest, 
$1,519.15. In Bank B this average salary was $2,120 but in 
Bank A it was $2,167.26, the highest of the three. 

Another significant point is the fact that the bank with 
the largest personal loan department spent the least 1 
attorneys’ fees, being less than one-third of the percentage 
of the other bank which had a personal loan department, 
and less than one-fifth as much as did the bank with no 
personal loan department at all. Bank C, with the largest 
trust department, spent less on attorneys’ fees than did 
Bank B. 

Many of the expense percentages of the three banks att 
quite close together, the next difference being in the matte! 
of building expense, or rent. While all the banks owned 
their buildings, two had office space rented to outsiders 
and one did not. It is significant, for what it may be worth, 
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ihat in this particular case the bank which had no quarters 
to rent had to spend more of its income in “use and oc- 
cy” than did either of the others. 
The object of bank management is to retain as much of 
the gross income as is possible without impairing efficiency 
or endangering the financial structure. 


THERE ARE JUST TWO ALTERNATIVES 


THERE are two ways in which this can be accomplished. 
One is to increase income and the other to reduce expenses, 
hut in either case it is “cutting the coat according to the 
doth.” These analyses reveal that in the reduction of 
expenses, only salaries and interest paid offer any hope of 
increasing net income by any percentage sufficient to affect 
it materially. 

Taking Bank C, for example, the salaries certainly could 
not be reduced for they are at a low ebb now. Moreover, the 
laborer is worthy of his hire and salaries are the last thing 
that should be considered when reductions are necessary. 

Taking the interest paid in the same bank, however, a 
different picture is seen. The savings department’s only 
source of income is from invested funds. It is not like the 


RATIO OF TIME TO TOTAL DEPOSITS . 
INCOME: 
Interestearned .. . . 
Commercial deposits . . 
Exchange 
Service charges on small loans. 
Safe deposit rentals 
Building rentals 
Trust department earnings . 


TOTAL INCOME 
EXPENSES: 
Salaries and Directors’ Fees. . 
Stationery and Supplies 
Freight and Express. . . 
Repairs, Equipment . . . 
Attorneys’ Fees... . 
Postage 
Telephone and Telegraph. 
Traveling Expense ........ 
Depreciation, Furniture and Fixtures . 
Building Expense or Rent . . 
Light, Heat and Water 
Insurance and Bonds 
Advertising and Entertainment . 
Unclassified. . . 
Taxes . 
Interest Paid . 


TOTAL OPERATING EXPENSES 
OPERATING INCOME, BEFORE LOSSES, RECOV- 
ERIES OR BOND PROFITS. . 


68. 


82.00 per cent 


100.00 per cent 


21.45 per cent 


57.99 per cent 


42.01 per cent 


commercial department that has income from other sources. 
As the deposits are 69.32 per cent savings, this department 
can be credited with 69.32 per cent of the interest income 
for the purpose of this computation. This is more than it 
is actually entitled to because the stockholders have some 
funds invested in the earning assets. The interest income is 
84.56 per cent of the total income. Therefore, the savings 
department is entitled to credit of 69.32 per cent of 84.56 
per cent, or 58.62 per cent of the total income. Interest paid 
amounted to 37.06 per cent, which leaves only 21.56 per 
cent to pay for the investment costs and the operating 
costs of the department, to provide for losses from earning 
assets, and leave a profit for the bank, as against a similar 
percentage of 33.75 per cent in Bank A. Certainly, then, 
in the case of Bank C a reduction of the interest rate paid 
on savings would seem to be necessary. 

These percentages reveal throughout that in order to 
obtain a satisfactory net income it is necessary that the gross 
income be satisfactory, and also that the reduction of ordi- 
nary operating expenses, except interest, has but a slight 
effect on the net because there is a point beyond which 
any reduction is impossible. 


Bank A 
94 per cent 


Bank B Bank C 
77.05 per cent 69.32 per cent 


90.14 per cent .56 per cent 
6.89 17 


100.00 per cent 100.00 per cent 
28.29 per cent 34.61 per cent 
3.32 1.88 
.08 .06 
.32 .93 
58 
91 
47 


2. 
1. 
2 


2 1. 
31.02 37. 


83.28 per cent 88.53 per cent 


16.72 per cent 11.47 per cent 
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A Building’s Life Expectancy 


By KENNETH MURCHISON 


UILDINGS in some ways resemble human beings—they 
B get out-of-date, they grow senile, nobody wants them 
any more. Neighborhoods change, values often drop. 
Every once in a while, as we know to our sorrow, a cataclysm 
of depression strikes the country and all properties have to 
be marked down on the books. 

“‘Obsolescence”’ is a word often heard in discussions such 
as this. It is, indeed, difficult to foresee just how long a cer- 
tain building will be in style, or just how long its rents will 
hold up against those of a newer and fresher neighbor. But 
we should study the question. 

With the present system of self-reducing mortgages, it 
may only be necessary to look ahead as far as the life of the 
mortgage, say 15 or 20 years. For by that time the mortgagor 
will be in full possession of his property, and its obsolescence 
and old-fashionedness will be his affair, not that of the 
mortgagee. 

Many metropolitan lending institutions, especially those 
of a respectable old age, find themselves in possession of tene- 
ment houses built 75 years ago. With no heat, no hot water, 
dark halls, two rooms out of six with no windows, laundry 
tubs used as a bath tub (if at all) and so on, ad infinitum. 

But what can be expected in those cases? Shouldn’t they 
be retired at 75, with or without a pension? But that would 
be hard on the owner; so the owner, when he can afford it, 
fixes the building up in accordance with the existing laws, 
and tries to keep up a living income out of it. 

When a mortgage is made today on a new building, be it 
commercial or residential, the question of future obsolescence 
should be carefully weighed and considered. Suppose it’s a 
city house: What is the future of the neighborhood? Will 
people want to pursue an urban life indefinitely? Suppose 
undesirable neighbors or garages or incinerator plants move 
in? What will happen to the property? 


BUILDINGS SHOULD BE VERSATILE 


IF a dwelling, for instance, be planned so that it can be re- 
adapted to other uses—business or small apartments—its 
period of demise is then so much further away, but if the 
house is built to order those items are rarely thought of. The 
architect tries to please the owner and design the sort of 
home that his client wants to live in (isn’t “peaceful pos- 
session”? the term?) and he seldom thinks of the awful fate 
that may overtake his brain child in its transformation into a 
rooming house or a grocery. 

With the many novelties and inventions now on view for 
those who feel the urge to build, obsolescence seems more 
distant than formerly, but we must consider the recent in- 
novations in the mechanical trades and wonder what the next 
decade will bring forth in the way of improvements. 

Basically, building is about the same as it always has 
been. The Romans were skilled in concrete and brickwork, 
quite as much so as are we today. But Roman masons didn’t 
get 12 or 14 dollars a day for laying bricks in a wall one at a 
time, so their final cost must have been considerably less 


26 


than it is now. Plaster work is still in fair preservation 
amidst the ruins of Pompeii and the bathing facilities there 
were quite as luxurious as one could wish. Probably the 
Romans’ method of heating the water was not quite as sim. 
ple as ours, but you never can tell. 

In heating plants, considerable improvement has been 
made, although in the less-expensive, so-called air-tempering 
outfits the system seems to be founded on a hot-air furnace 
with a blower for circulating the air. Nothing new about 
that! But automatic coal stokers and the installation of oil 
heaters are a great boon to the householder on a dark, frosty 
Winter morning, when back in the nightshirt era shaking up 
the furnace fire was an Arctic experience and chilled one’s 
enthusiasm for the day’s work. 


CONSIDER THE INDOOR CLIMATE 


A HOUSE costing over $15,000 or $20,000 should be air. 
conditioned for Summer as well as for Winter, else its ob- 
solescence will appear ahead of time. Likewise in other 
buildings, such as shops, theaters and hotels, air-condition- 
ing is highly necessary in order to attract trade, and should 
not be omitted. 

Kitchens in present-day houses seem to be about as con- 
venient as one could expect, and as for gadgets—what else 
could one expect when the roast turns itself off when done, 
the eggs stop boiling at three minutes, and the toast pops 
out when properly browned? 

Improvements in electrical work loom large. The time is 
not far distant when our rooms will be illuminated by a soft 
glow from hidden sources or from indirect lamps (for lamps 
are still an important adjunct to a decorating scheme). The 
old dust-catcher lighting up the imitation fruit in the center 
of the dining-room table is no longer with us, and the use of 
side brackets in bedrooms is decreasing, for it always happens 
that a side outlet is in the way of a picture or a piece of furni- 
ture, and morever, is never in correct harmony with the 
decoration, usually decided upon later. 

Finishing up the mechanical trades is the plumbing work. 
Not much effort to evade obsolescence there, except that the 
fixtures are being made lighter and easier to install and with 
perhaps better shapes. Space savers are plentiful—we saw 
one contraption where, when enjoying your tubbing, you 
suddenly realize that your head is in the shower and your 
feet are under the wash basin! 

Roofs are a favorite spot for old General Obsolescence to 
commence on. But we fool him and the insect kingdom— 
man’s worst enemy—by putting slates, or tile, or asbestos 
shingles on our topsides. ¥ 

Obsolescence in commercial buildings, where the initial 
investment is often of considerable import, is a matter which 
deserves close study. In fact, the loan officer of an institution 
specializing in mortgage loans might well devote some of his 
working time to these questions. For in the past little atten- 
tion has been paid to obsolescence. This should not be, today 
more than ever before. 
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Housing’s Seven League Boots 


By HILAND B. NOYES 


increase in residential building of about 50 per cent 

over 1936, and with claims being advanced that resi- 
intial construction this year should account for approxi- 
utely one-third the entire sum to be spent on total building, 
aterest naturally turns to a study of trends and to considera- 
jon of the factors which bear on the question of residential 
wnstruction. 

It is quite generally conceded that today’s need for new 
iqusing probably exceeds that which existed in the early 
920’s—that, in view of the letdown during the past few 
vars, a program calling for from 500,000 to 800,000 new 
jvellings annually is indicated for at least the next five or 
ix years. But most observers see in the present shortage of 
sbor and the dearth of apprentices an effective bar to any- 
thing like boom building in the immediate future. Averaging 
uthoritative predictions, we arrive at an estimate of, 
oughly, about 350,000 new homes for 1937. 

Appealing to this steadily increasing market is a host of 
material and equipment manufacturers who, sharpened by 
past depression and spurred on by growing competition, have 
developed new products, found added uses for old ones, im- 
proved their services, set up group cooperation, and keyed 
their organizations to promote as widespread use of their 
particular products as possible. In the lumber field, for ex- 
ample, great attention is now given to proper kiln-drying of 
sock to avoid “shrinking” danger. Many manufacturers are 
guaranteeing moisture-content, and grade-marking of lum- 
er is gaining in popularity. To facilitate the handling of 
lumber on the job, the practice is growing of double-end- 
trimming and easing of edges. Marked progress has been 
nade in protection against termites and decay. 


Wie conservative estimates for 1937 indicating an 


FIREPROOF CONSTRUCTION IS POPULAR 


CEMENT interests talk fire-proof construction, strength and 
permanence. To popularize the use of concrete for sub-floor- 
ing and other similar use, means have been devised to cut 
‘stly form construction by the use of steel and concrete 
jists. Entire residences of concrete are becoming increas- 
gly common in many sections, notably along the West 
Coast. Brick and stone interests hold up their ends with 
hgical reasons why their products should be specified; manu- 
licturers of gypsum products are increasingly active in ef- 
lots to interest building prospects. 

Cork compositions, rubber materials, linoleum, etc., have 
‘definite place in the planning of floors; mastics find ever- 
— use in sub-floor construction, in weather-stripping, 
tt, 

Keeping pace with other industries, electrical equipment 
tanufacturers offer many new conveniences. Particularly 
‘oleworthy is the new continuous strip of outlets which, 
ut into wall or baseboard, gives the home owner conven- 
tat electric outlets at six-inch intervals. 

In the field of heating and ventilating, great strides have 

made in efficiency and design. Radiators, generally, are 
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becoming smaller and more compact, due to heating innova- 
tions which make possible more heat with less radiating 
surface; inconspicuous grills are replacing large registers. 
In many dwellings, air conditioning equipment is being in- 
stalled at the same time as the heating plant. There are vari- 
ous types available; some are designed to wash the air, cir- 
culating heating air in Winter and cooling breezes in Sum- 
mer; some add humidity in the Winter, and there are in- 
stallations to perform Summer dehumidification. 


EVERYONE KNOWS ABOUT INSULATION 


ONE of the most dramatized factors in the new era of build- 
ing is insulation, the use of which is figuring in the plans of 
virtually everyone who can afford the added first cost. Peo- 
ple, today, definitely are “insulation-minded”’; they realize 
the logic of the claim that, by retaining heated air within the 
home in Winter, insulation promotes considerable savings in 
fuel costs, and that, by sealing out hot outside air in Sum- 
mer, insulation promotes greater comfort during warm 
weather. People also realize that insulation is essential to the 
effective use of air conditioning. 

Steel enters prominently into new residential construction 
in the shape of joists, frame work, I-beams, metal lath, corner 
mouldings for gypsum product exteriors, etc. Much talked- 
about are the experiments which have been conducted in the 
prefabrication of steel houses, designed to be set up and 
carted to building sites. 


HOUSING IS A MASS MOVEMENT 


AN interesting trend is the concerted effort being made to 
bring the mass of our population into the home-owning class. 
Already a number of speculative subdivisions have suc- 
ceeded in building houses at less than $5,000 which were good 
enough to merit the approval of the F.H.A. Interesting pro- 
grams are the small-home construction projects being 
launched, nationally, by lumber, concrete and brick inter- 
ests, projected to cash in on F.H.A.-financed low-cost homes. 
It is estimated that approximately. 70 per cent of our popula- 
tion have annual incomes ranging from $1,000 to $3,000, and 
since conservative opinion regards a sum equivalent to about 
twice annual income as the amount a prospective builder 
should figure spending for his home, it is easy to see that 
every effort possible will be made in the future to build liv- 
able homes at lower and lower costs. 

Although it was estimated in 1934 that approximately 
13,000,000 existing dwellings. were in need of remodelling or 
repairing, to date only about one and a quartér million have 
borrowed to modernize or repair under Title I of the F.H.A. 
That the fast tempo of new type construction is rapidly out- 
moding existing structures is an obvious fact, and it seems 
quite patent that owners of older dwellings will in many 
cases be obliged to remodel extensively their properties if 
they hope to compete at all profitably in the new selling and 
renting market. It seems quite reasonable to predict that we 
shall see increased modernization activities. 
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the school departments of the mutuals of the country 
by 69, there are still 216 in operation, mainly in New 
York, Massachusetts and Connecticut, and in smaller num- 
bers in 14 of the 18 states in which mutuals operate. Four 
states with from 1 to 9 mutuals have no school departments, 
yet they are substantially represented by the similar opera- 
tions of commercial banks and trust companies. The majority 
of discontinuances were in small banks servicing factory towns 
of Massachusetts. Faulty systems, discouragement by school 
authorities and excessive operating costs are cited as reasons 
for suspension. However, a few banks have expressed interest 
in renewing activities if and when circumstances permit. 
Despite the severe drop of school enrolments and deposits 
from the peak of 1929, the 216 mutuals still serve 1,887,721 
students with a total deposit balance of $12,394,499.52. These 
figures represent 13.4 per cent of the student population of 
the 18 states and deposit figures are 44.7 per cent of the 
A.B.A. report totals for the same areas. In round figures, the 
mutuals are responsible for one-third of the national deposit 
balance of school savings. 


einen depression, directly and indirectly, depleted 


FAVORABLE EXPERIENCE 


THE general position of the mutuals in school savings is en- 
couraging, and it is considerably enhanced by the satisfac- 
tory results reported by 161 departments. Encouragement of 
thrift, parent contact, good will, advertising, regular account 
feeder, and acquainting children with a bank are among the 
points mentioned as favorable evidence of departmental 
value. Thirty-one give negative views, based principally 
upon excessive costs, small scope of operation and faulty 
systems. 

While thrift education is not a compulsory part of the 
school program, most educators favorably react to school 
banking and invariably make the most of its service. In- 
stances of departments handled completely by parent- 
teachers groups, women’s societies and even alumni associa- 
tions show to what extent school banking is appreciated in 
some localities. 

At present there is little if any progressive development of 
new features of operation in school savings. Only 30 depart- 
ments mention new features, and most of these are new only 
in their particular scope of operation. 

The present attitude toward stimulation of the depart- 
ments is almost evenly divided. One hundred and one banks 
employ some means of developing their work, while 115 are 
not doing so, at least temporarily. According to the more ex- 
perienced and successful operators, school thrift requires 
constant stimulation, but this does not necessarily mean 
expensive devices or methods. Contacts with teachers, short 
talks before the class or student body, bank visits and other 
means take time only to draw out the best of school activi- 
ties. Methods of promotion include school publications, con- 
tests and awards, school supplies, posters, advertising, 
movies, talks and contacts with teachers. Some departments 
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Are School Savings Worth Saving? 


By JOHN J. McCANN, JR. 


A survey of the school savings departments in the mutual 
savings banks of the United States was undertaken midi 
by the Financial Advertisers Association. The study tn 
conducted by John J. McCann, Jr., advertising director ~ 
the National Savings Bank, Albany, New York. In this aaa 
Mr. McCann reports some of the findings. : 


in this group have changed to more modern and practical 
systems. From each of the stimulation methods and devices 
excellent results are possible. 

The number of idle departments suggests either that de- 
pression effects have not as yet worn off, or that a question of 
costs has arisen. Unfortunately, it is found that the cost 
factor not only depends upon the system used, but also on 
the accounting method employed. The majority of banks § y 
which aggressively promote the work and analyze results 
have no complaints whatever. A few claim to operate on an 
income basis. 

Case after case has been figured attributing a 6 per 
cent earning to deposit balances, and there is in the ma- 
jority actually a small profit. However, few institutions es- 
tablished departments for immediate profits. The intangible 
results in the long range view of values are not likely to ap- 
pear in the usual cost analysis. 


STATE AND GROUP PROGRAMS URGED 


THERE were 108 banks, representing a majority in every 
state, in favor of a state or group program for school banking 
and thrift education. Several expressed possible interest and 
58 did not answer the question. The most interesting point, 
however, is that only 35 expressed a negative view, and 31 of 
them were not in favor of school savings in its present status 
of operation. 

The experience of the mutual savings banks in school sav- 
ings is very successful despite the losses in deposits and en- 
rolments caused by depression. The investment of time, 
money and effort in promoting school thrift has brought 
about excellent results. 


CAREFUL ORGANIZATION NECESSARY 


STANDARDIZATION of systems and formulation of 4 
well rounded program for the proper servicing of the de 
partment, with a view to obtaining the best values of the 
work, are absolutely necessary. The organization of a cet- 
tral bureau within some existing organization—local, state or 
national—is of vital importance. There is definitely a need 
of some such bureau to help solve the problems of individual 
operations, and to encourage other agencies—womens 
groups, parent-teacher groups, alumni associations—to (- 
operate and support banking and thrift education. 

The functioning of this organized group interested 
school thrift need not be expensive. By the proper use of 
publicity, school thrift education will find its most suppot 


from outside contacts which today realize for the first time Bug, 
the necessity of sound economic training. tral 0 
BANEZING April 
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How Banks Should Advertise Now 


By C. M. HARGER 


banker to interest him in a regular advertisement. He 
had only started his sales talk when the banker said: 

“Just tell me, young man, why should a bank advertise in 
iese times? Here we are with more deposits than we know 
shat to do with, much of the amount paying little or nothing 
inearnings and the more we have the more we lose—at least 
the more responsibility we have without any return.” 

“Still you want more customers—deposits are not every- 
thing in a bank?” 

“J suppose so, but do you realize that the bank loans of 
ibis country with deposits at 59 billions are only 20 billions, 
vhen in 1929 with practically the same deposits they were 
{{ billions? And there is little hope that things will be better. 
No, advertising will do no good—something else must make 
the banks prosperous. I do not know what it is, but it is not 
begging people to deposit more money in the bank.” 


Tis other day a newspaper solicitor called on his local 


THAT FEELING IS GENERAL 


- | PROBABLY most bankers have the same feeling. The coun- 
try banks, especially where they are not closely in touch with 
the bond market and commercial paper, realize that, as one 
banker put it, they “‘are just a warehouse for money without 
ay rental being paid.” Take a bank that 15 years ago had, 
sy, $1,000,000 deposits. It lent locally probably $600,000 
and invested some $200,000 in paper paying 5 or 6 per cent. 


ery § Today its deposits have climbed to $1,800,000. It has local 


ans of only about the same $600,000. They are paying 6 
per cent or less and such commercial paper as can be ob- 
tained pays only 2 per cent. It has nearly a million dollars in 
cash or sight exchange, and receives practically nothing from 
its correspondent deposits. 

But the bank’s expenses have grown with the added ac- 
* J counts. Were it not for a complicated list of service charges 


€n- & there would be too little earnings to warrant maintenance of 


theinstitution. And many banks have voluntarily liquidated 
just for that reason. 

So why advertise for more deposits? 

A bank is a community institution rather than merely a 
business. It gives a service essential to every family and it 
sto the bank’s interest to keep the confidence it has built 
wp, because, once losing that confidence, it loses everything. 
That is the real answer. 

“We write our own advertisements,” said one country 
banker, “and we try to give every one a personal touch that 
vill appeal to the local patrons—and those we hope to be 
patrons. In our space in the local papers appears weekly a 
itte talk on banking practice—the methods of handling a 
deposit until it is paid out on demand, what becomes of the 
theck until the bank book is balanced and the check is re- 
turned, Then we talk about local affairs—the Red Cross, the 
‘ummunity chest, and things of that sort, always centering 
ma the part the bank plays in community affairs. 

Some of our advertising relates to loans. It is a too gen- 
— that banks deliberately refuse to lend money 
pril .937 


when it is well known that they have plenty on hand. Of 
course, this is not so. We are seeking—nobody but bankers 
knows how hard—to secure good loans. So we elaborate on 
this theme. For a time we called attention to our willingness 
to make small loans to anybody who could get two co- 
signers, or one if his credit was good. This stimulated a little 
business but most of that offered was dubious in security. It 
seems to me that the course is along the right lines, however.” 

Here is what one country bank, situated in a town of 
10,000, did. For a test of the force of advertising it devoted 
its space to promoting savings accounts. Week after week it 
argued the advantage of putting aside something for a rainy 
day. It promoted the idea from every possible angle. 


ADVERTISING PROVED ITSELF HERE 


“WELL, how did it work?” an executive of the bank was 
asked. 

“Tt worked all right,” he replied. “‘ We built up the largest 
savings account in the city, but the time came when we 
eliminated the interest on savings accounts and it was not so 
attractive. Nor was it attractive to us. What we wanted was 
loans and not more deposits.” 

But the most definite argument for advertising was pre- 
sented by a young hard-thinking bank cashier who gave this 
reason for continued publicity: 

“Evidently it is the present intention of the Federal Gov- 
ernment to reduce the number of banks on the theory that 
fewer and stronger institutions are advisable. The regula- 
tions have become so strict that it is easy to cause a bank’s 
dissolution without actually demanding its closure. Or it may 
be advised to consolidate with another bank. The states are 
finding that small state banks are rapidly going out of busi- 
ness because expenses eat up any possible return on a small 
volume of deposits”’. 


SURVIVAL OF THE MOST USEFUL 


“SO if we want to be the bank that will remain in business 
there must be built up a clientele. When the question of dis- 
solving a bank comes up, the first question to be asked will 
be what place it fills in the community and what service it 
gives. Advertising keeps the bank before the public and 
establishes it as an institution. Whether or not the added 
volume of deposits is profitable, it does indicate the place of 
the bank in the community; and the bank having the largest 
clientele and giving the finest service will stand in the future 
when the weaker banks will be gradually eliminated. That 
seems to me the real value of advertising.” 

This is the logic of the banking situation of today, es- 
pecially in the country banks where rivalry is sharp. In a 
clientele so comprehensive that the community feels the 
bank is a needed institution there is a reason to expect these 
facts will be taken into consideration. And, if advertising 
consistently and regularly will help build up such a basis for 
the bank, it is an inexpensive means to permanency and 
success. 
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By J. HARVIE WILKINSON, JR. 


E purpose here is to suggest a possible procedure for 
obtaining information to assist in the purchase of 
securities. The larger the institution the greater the 

amount of source work it will do for itself, and, conversely, 
the smaller the institution the greater will be the extent to 
which it will rely on correspondent banks and brokers for 
both facts and judgment. 


SOURCES 


THIS is, we believe, a general rule from which there are, of 
course, certain notable exceptions. For a bank with deposits 
under $1,000,000 and for one which is entirely uninitiated in 
the purchasing of securities for its own account, the follow- 
ing, starting from the ground up as it were, may be consid- 
ered a line of attack. 

Several large metropolitan newspapers publish simple 
and informative booklets on how to read a financial page 
and this would serve as one source from which to get defini- 
tions, the meaning of terms, and the most effective manner 
in which to handle the daily grist of the financial press. For 
the purpose of following business indices, the trend of com- 
modity prices, the statements of the Federal Reserve Sys- 
tem, the condition of the reporting member banks of the 
Federal Reserve System, the export and import of gold, and 
a vast amount of current corporate information on earnings, 
one might subscribe to various publications containing a 
wide range of such information, but which make no invest- 
ment recommendations. 

For the purpose of securing a certain amount of elemental 
data of a reasonably current nature, there are available the 
services of the various statistical organizations. These guides 
are published regularly at a reasonable annual subscription 
fee. 

If one wishes very complete information concerning a 
large number of companies, there are the various sets of 
corporate records and bond records published by the numer- 
ous statistical services. The degree to which one would wish 
to purchase such statistical information would depend en- 
tirely upon one’s size and the extent of one’s account. It is 
suggested that a bank consult its correspondent for informa- 
tion regarding these various statistical services and request 
suggestions as to those for which it should subscribe. The 
annual reports of a company whose securities one owns are, 
of course, available on request and there is every reason for 
the buyer of securities to ask the seller of the bonds in ques- 
tion for balance sheets and complete profit and loss accounts 
on the subject company. Comparisons can be made and some 
idea as to the trend of affairs can be secured. 

There is strong reason to feel that the officer of the com- 
mercial bank who is buying bonds should always clearly 
ascertain the position of the party who is offering him bonds 
for sale with respect to the bonds so offered. If it is an under- 
writing house which has underwritten or participated in the 
underwriting of the issue, it must clearly be borne in mind 
that the prime motive of that house and its entire staff is to 
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Investment Standards and Procedure | #ti™ 
THESE two articles are excerpts from the study ec 
Investment Standards and Procedure, recently A fo 
completed for the Bank Management Commission, York, 
American Bankers Association, by a committee ¥. Sin 
composed of J. Harvie Wilkinson, Jr., and Adrian Sinn 
M. Massie. The study, which is being sent to all the m 
members of the Association, is in two parts. Mr. cies, s 
Wilkinson, who is a member of the Commission, poate 
and vice-president of the State-Planters Bank & Ina 
Trust Company, Richmond, Virginia, prepared the report 
sell the issue in question and to move it off the shelf. That is ic 
not a despicable function; in fact, it is the natural aim of an ing 
investment banking house which, it is hardly necessary to tic 


add, has a very essential niche in our financial structure. 
If a dealer or a broker is offering the bonds for sale, the 
buyer must find out whether that party is dealing as princi- 
pal or as agent. 

It is our belief that a clear ascertaining of these facts will 
do much toward clarifying the possibility of partiality to- 
ward the bond which may be under discussion. The greatest 
single service which a true broker can render is to supply 
facts and to leave the banker to reach his own conclusion on 
those facts and to ask his own questions. If the banker is not 
informed himself as to the purchasing of bonds or as to the 
purchase of the particular type of bonds involved at any one 
given time, he will probably seek the advice of some sta- 
tistical service or a correspondent bank. Even allowing for 
the fact that new issues, recently forthcoming in such volume 
because of refunding operations, have more often than not 
appreciated in price, in the long run the commercial banker 
would probably be better off if he did not purchase new 
issues but only seasoned securities which had been outstand- 
ing in the country’s security markets for a considerable 
period of time. 


THE CORRESPONDENT BANK 


THE correspondent banking system in America has never 
fully developed a helpful inter-bank relationship to the ex- 
tent desirable in the investment field. In the past this has 
been difficult because many of the banks were involved in the 
selling of securities. Today the banks in our larger financial 
centers are in a position to perform more completely than 
any other agency a true investment service for smaller insti 
tutions. 

First, having a banking viewpoint, they should knor 
the essential facts which it is necessary to ascertain concert 
ing the banks with which they are advising. And certainly 
bank will be more willing to discuss and reveal its full status 
to its correspondent than it would to an outside agent 
Moreover, the larger correspondent banks must of necessity, 
for their own portfolios and for their trust departments, 
have research organizations devoting their time constantly 
and exclusively to research on bonds of all types and 
character. 
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Municipal Bond Standards 


ction on procedure. Mr. Massie, vice-president, 
The New York Trust Company, wrote the section 
on standards. 

A foreword by H. H. Griswold of Elmira, New 
York, Chairman of the Commission, and Frank 
¥, Simmonds, Commission Secretary and Deputy 
Manager of the Association, presents this study to 
the membership at a time when investment poli- 
des, standards and procedures are matters of the 
greatest importance. 

In addition to the excerpts appearing here, the 
report covers a wide range of related subjects. 


E purchase of municipal bonds for commercial bank- 
ing institutions should be limited to the direct obliga- 
tions of the principal cities of the country. The banker 

should hold a minimum of the bonds of his own city so as 
to be in a position to make loans to the community in case 
of need without feeling overloaded. He should fully realize 
that the very things which might cause a heavy withdrawal 
of funds from his institution could well be responsible for 
causing the bonds of the local community to be depressed. 

Below are some of the factors which should be studied in 
making selections of municipal bonds. Deviations from 
these standards can be made if there are compensating 
factors. 


1. Economic Factors 

a. Character of Economic Resources.—Good industrial 
diversification, or, in a residential community, evi- 
dence of substantial wealth assessable for taxation. 
No primary dependence of mineral, forest or other 
resources subject to depletion. 

Excellent agricultural resources. 

Commerce and Banking.—Stable local banks. No 
likelihood of serious adverse fluctuations in commerce 
or employment. 

. Availability of Financial Information about Munici- 
pality.—Adequate information including detailed fig- 
ures must be readily available. 

Population —A population of 10,000 is usually con- 
sidered a reasonable minimum for cities, but preferably 
the investing bank should seek even larger communi- 
ties. There should be a growing trend of population 
and the percentage of native whites should be large. 

1. Debt Load Factors 
a. Net Bonded Floating and Overlapping Debt in Re- 
lation to Assessed Valuation.—For cities of population 
up to 100,000 this total figure should not exceed 8 
per cent of the assessed valuation after the latter has 
been adjusted to a 100 per cent basis. (Some com- 
munities assess at only 50 or 75 per cent of the true 
Valuation.) Nine per cent would be reasonable for 
Cities from 100,000 to 500,000 population; 10 per cent 
for cities over 500,000 population. 
b. Per Capita Debt, Including Net Debt, Floating Debt 
and Overlapping Debt.—Should not exceed $100 for 
April 1937 
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cities up to 100,000 population; $150 for cities from 
100,000 to 500,000; and $175 for cities over 500,000. 

c. Floating or Temporary Debt.—There should be no 
sizeable floating or temporary debt. 

. Current Operations 

a. Budget.—The budget should be balanced or there 
should be a very good reason for the lack of balance. 

b. Tax Collection Record.—Ninety per cent or more of 
general taxes and 85 per cent of the total of general 
taxes and special assessments should have been col- 
lected at close of last fiscal year or within a reasonable 
time thereafter. Collections of current year should be 
progressing satisfactorily. 

. Budget Reserves.—There should be adequate re- 
serves included in the budget to provide for delin- 
quencies in revenues or discharge of budget shortages 
within two years. 

. Cash Position——Ample for current operations. 

. Power of Taxation for Operations.—There should be 
adequate power of taxation for operations and the 
restrictions should not be too close for fear of giving 
rise to budget difficulties. 

. Trend of Tax Levy for Operations and Volume of Ex- 
penditures.—There should be economy in expendi- 
tures. The tax levy should be reasonable in weight 
to the taxpayer. Per capita annual expenditure for 
operations, maintenance and poor relief should not 
exceed $45 as reported by Bureau of Census. 


(Since municipal bonds have a somewhat restricted 
market in unfavorable times, it is suggested that they be 
included in the bond account in such a way that they have 
relatively short maturities and can be allowed to mature. 
Care should be taken not to hold registered bonds unless 
they are very short in maturity.) 


4. Miscellaneous Factors 
a. Debt Record.—There should have been no defaults 
upon principal or interest for a period of more than 
120 days within the last 25 years. 

. Provision for Payment.—There should be lawful 
power to levy unlimited ad valorem taxes on real 
property or realty and personalty. 

. Legal Opinion and Legal Status.—Legal opinion of 
unimpeachable value. No legal controversies on 
bonds pending or threatening. 

. Purpose of Bonds.—The bonds should be issued for 
a constructive purpose. 

. Maturity of Bonds.—Maturities should be within the 
probable life of the improvements or should be con- 
sistent with purpose for which the bonds were issued. 
If serial, no large deferred maturities or extended 
period of deferrment. 

. Adequacy of Sinking Funds if Bonds not Serial.— 
The sinking funds should be actuarily sufficient and 
the funds should be satisfactorily invested. 
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UDGING by the internal evidence of the nature of re- 
ported profits, it seems probable that there has never 
been a time when American banks have been “in and 

out” of the bond market to a greater extent than in the past 
two years, especially during 1936. That the practice has had 
some elements of speculation has been generally recognized 
and that the supervisory authorities generally have been dis- 
posed to frown upon the practice is also evident. 

In response to a question as to whether the recovery period 
in banking had been characterized by any unsound practices, 
Leo T. Crowley, Chairman of the F.D.I.C., stated: “Low 
earnings are making some banks reach out and deal in more 
or less low grade bonds. They are in and out of the market as 
you or I would be in or out if we were dealing in the stock 
market. . . . We think this is a very unsound practice, 
particularly when most of the small banks cannot afford 
good bond men.” 


REINVESTMENT IS A PROBLEM 


THIS, however, is only one phase of the matter. It is a seri- 
ous question whether conservative bankers are preparing 
trouble for themselves by a disposition to get into and out of 
the market for strictly high grade securities—in other 
words, whether their present disposition to take advantage 
of the current appreciation in their investment account to 
increase current profits is not involving ultimate weakness in 
their portfolios when they have occasion to reinvest their 
funds. Naturally, with net earnings on current operations 
comparatively low, there is a strong temptation for even the 
most conservative banker to take his profits from bond ap- 
preciation and thus bring the total net earnings of his insti- 
tution up to a level more nearly normal and in many cases 
well above the proper dividend point. The reverse of the 
medal, however, appears when he comes to reinvest the pro- 
ceeds of bonds sold. 


TEMPORARY PROFITS 


THE appreciation of bond values has been of tremendous 
benefit to banks, in rather temporary profits and especially 
in strengthening the general position of the institutions. 
Between 1931 and 1934, inclusive, all banks on an average 
lost money in spite of substantial net earnings on current 
operations, their net losses on loans and investments coun- 
teracting their best efforts in current earnings. In 1935, for 
the first time in four years, current net earnings slightly 
overcame losses and made possible an average net addition 
to profits of 4.14 per cent in reserve member banks, which 
may be taken as characteristic of the average of all banks. 
Nevertheless in 1935 losses exceeded recoveries, and it was 
not until the first half of 1936 that recoveries actually ex- 
ceeded losses and became a positive element in the profit 
situation. In the first half of 1936 member banks earned 3.56 
per cent on their capital funds from current operations but 
the net addition to their profits was 4.27 per cent, thus indi- 
cating the part recoveries had in profits. 
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The transactions which brought this profit to the member 
banks have been termed “recoveries”, but as a matter of 
fact they have largely been profits on the sale of securities, 
In 1935 member banks reported recoveries of $376,006,000 of 
which $71,910,000 was in loans, $277 ,027,000 in investments 
and $27,078,000 in other transactions. Losses and deprecia- 
tion reported amounted to $538,262,000 of which $252,374. 
000 was in loans, $198,765,000 in investments, $33,586,000 
in depreciation of plants and $53,537,000 on other items, In- 
vestments thus reduced losses and marked the beginning of 
the movement which brought impressive results during the 
past year. In the first half of 1936, according to the Reserve 
Board’s report of earnings and expenses of member banks, 
there was continued net loss on loans, a decided increase in 
the net recoveries on investments and a new item, that of 
profits on the sale of securities. The recovery account for all 
member banks for the first half of 1936 showed recoveries on 
loans at $43,965,000 as against losses on loans of $100,297, 
000; recoveries on investments of $84,931,000 as against 
losses of $65,315,000; profits on the sale of securities of $115,- 
729,000; losses by depreciation of $15,582,000; gains on mis- 
cellaneous items of $8,987,000 and losses of $34,950,000. 
Recoveries totalled $253,612,000 against losses and deprecia- 
tion of $216,144,000 leaving a net profit on this account of 
$37,468,000. 


WAS THE RESULT AN IMPROVEMENT? 


A PROFIT on the sale of securities of $115,729,000 in a half 
year or at the rate of $231,458,000 for the year represents a 
rather impressive turnover on banks’ bond accounts. Assum- 
ing that the appreciation of the average bond holdings of the 
banks during the year was 7 per cent and that the banks asa 
whole reaped the full benefit of this appreciation in what 
they sold, the profit they reported represented a turnover of 
around three and a third billion dollars. Few banks realized 
the full possibilities of profits in this line, some of them 
doubtless lost money on some deals, and the probable total 
turnover on bonds in this “in and out” market was probably 
much larger. At all events the sales of securities by the 
banks for a profit were large and in view of the general loan 
situation there were just two ways in which the proceeds of 
these profitable sales could be invested. One was in the set- 
ondary bonds of which the supervisory authorities complain; 
the other was in the same class of bonds which the banks 
had sold. For the banks as a whole the latter undoubtedly 
was the prevailing practice. 

Circumstances alter cases and no doubt there has been 
abundant reason for many banks to take their profits on 
securities, but there is little doubt that the increasing dis 
position of the supervisory authorities to question the ge 
eral participation of banks in a speculative bond market 8 
well founded. At all events it behooves bank officers to hest 
tate before disposing of a sound security for a paper profitia 
the face of the fact that the reinvestment of their funds may 
leave them in no better earning position and invite loss. 
BANKING 
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BANKING’S PICTURES 


FEDERAL RESERVE BANK EARNINGS 


IN THE WASHINGTON PICTURE .. . 

HOW SOME BANKS ADVERTISE THEIR LOCALITIES 
PUBLIC EDUCATION 

THE SOUTH’S FORUM 

INDISPENSABLE TO PROGRESS . 
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Federal Reserve Bank Earnings 


. .. Mr. Patman. My question, Gov- 
ernor, is it not a fact now that excess 
earnings of the Federal Reserve banks 
go into the Treasury, as originally con- 
templated by the law? 

Mr. Ecc es. That is correct. Of course, 
the Federal Reserve banks have prac- 
tically no earnings. They have had 
practically none the past several years. 
It has been a very small amount. 

Mr. PatMAn. The excess earnings under 
the present bill would go into the sur- 
plus fund of each bank? 

Mr. Ecc es. Yes, sir; that is correct . . . 
—From a recent hearing before the 
House Banking and Currency Com- 
mittee. 


PHILADELPHIA: Current net earnings 
for 1936 were $731,169 
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BOSTON: Current net earnings were $425,357. Above, the Boston Federal Reserve 
Bank building 


NEW YORK: Earnings, $3,096,022. The arrows locate the bank 


CLEVELAND: Earnings, $614,067. Below, the directors’ room 
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SAN FRANCISCO 


The chart above shows the current net earn- 

ings of the 12 Federal Reserve banks for 1936. 

\etual figures are shown on page 34, this 
page and page 36 
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ATLANTA: Earnings, $205,858. Above, the bank’s lobby 


RICHMOND: Earnings were $310,956 


CHICAGO: 1936 earnings were $970,096 
April 1937 
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DALLAS: Earnings, $292,170. Above, part of the bank’s air-condi- 
tioning system 


MINNEAPOLIS: Earnings, $218,829 


ST. LOUIS: Earnings, $412,532. Above, William McC. 
Martin, president of the bank 


PHOTOS FOR BANKING BY HARRIS & EWING 


KANSAS CITY: Earnings, $236,272. Above, the bank’s main SAN FRANCISCO: 1936 current net earnings of the 12th 
floor district bank were $513,288 
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in the Washington Picture 


THE S.E.C. 


\bove, Chairman Landis of the Securities and Exchange 
Commission. The S.E.C.’s second chairman since that 
body was created by Congress, Mr. Landis will leave Wash- 
ington September 1 to become dean of the Harvard Law 
School. Joseph P. Kennedy, first chairman of the Commis- 
sion, has recently been recalled to Washington to head the 
Maritime Commission. 

One of the busiest regulatory bodies in Washington, the 
S.E.C. has been particularly active during the past few 
weeks. Matters handled by it included a German bond 
issue (disputed for more than two years) which gave rise to 
a warning on German indebtedness; examination of Har- 
tison Williams of New York; inquiry regarding Standard 
(il Company operations in Colombia; a $42,000,000 Argen- 
tine bond issue; hearings in connection with transactions 
of W.E. Hutton & Company; and a variety of other matters. 
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Above, the S.E.C.’s front door at 

the end of the day. According to its 

report as of last June, the Com- 

mission had 1,077 employees, in- 

cluding the five commissioners. 

About two-thirds of the employees 
are men 


the left, S.E.C. office 
sorting mail 
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THE 


Below, «i his desk 
Jesse Jones, the Can. 
poratioy head, con. 
ferring with a caller 
from Houston, Texas, 
Phe R.F.C., recently re. 
ported that it had 
loaned -977,470,527 to 
banks since February 2, 
1932, and that $1,79].. 
654,277, or 91 per cent, 
had been repaid. 

Left, R.F.C. clerks 
checking and tabulat- 
ing loans and interest 


EXPORT- 

IMPORT 

BANKS 

At the left, Warren Lee 
Pierson, president and 


general counsel of the 

Export-Import Banks. 

The banks’ life was ex 

tended by Congress on 

January 22 until July 
1, 1939 
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HOUSE BANKING 
CHAIRMAN 


Head of the House Banking and 
Currency Committee is Henry 
B. Steagall of Alabama (seated, 
talking to his secretary). The 
Committee’s last important 
hearings were on a bill “to ex- 
tend the period during which 
direct obligations of the United 
States may be used as collateral 
security for Federal Reserve 
notes.” On the Committee’s 
program now are hearings on 
various housing bills 


F.D.L.C. BOARD OF REVIEW. The members of this board in the picture below are, left 
to right, seated: C. L. Pitman, J. G. Nichols, Phillips Lee Goldsborough (chairman) and 
Jean Shibler (the Board’s secretary); standing: Albert G. Towers, Francis C. Brown, 


E. C. Tefft, L. W. Barlow and M. R. Diggs 
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How Some Banks Advertise 


Sixty Years Ago 


All north of Hogan's Cr 
what was afterwards called F 


area compris wed approximately 200 acres 
25,000 acres. The population 

7.500. The populatios 

coun 008299. A glance ot dhe dhave wil 

differences 


the beak. and other con 


APLORIDA 
LANOMAR 


BARNETT 
NATIONAL BANK 


JACKSONVILLE 
“The Oldest National Bank in Florida” | 
Estasusneo 1877 


BANKING 
AND 
PUBLIC WELFARE 
NO. 18 


Builders of Atlanta 


As Atlanta has developed from the crossroads 
village of 100 years ago its banks, now grown to re 
sources of over $237,000,000.00, have unstintedly used 

for the advancement of their city— 

of millions of dollars to businesses and 
> mect payrolls and move goods; handled 
aggregating billions of dollars affecting the 
lives and welfare of thousands of citizens; supported the 
needs of commerce, industry and agriculture in Atlanta 
and the Southeast. 

For over 70 years First National officers, direc- 
tors and employees have cooperated in every movement 
for the development of this great metropolis—the finan. 
cial center of the S 
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ATLANTA 
Man Office 
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Canirat, Suare 


he vest was vacant land 


IS BUSINESS IMPROVING 
IN SAINT PAUL? 


reports: 
36% INCREASE 


On the heels of the panic of 1858, a 
foresighted saw-mill operator in Rock 

Island, Illinois, invested his entire sav- 

ings - $8,000 - in upper Wisconsin tim- 

ber lands. This was the first of a series 

of strategic forest purchases which, in 

1871, made him head of a vast Missis- 

tippi river lumber operation . . . his own 
creation. Through its more efficient lum- 
bering operations, this great company became a 
principal factor in the commercial growth and 
prosperity of the then undeveloped Northwest. 
In 1891, headquarters were centered in Saint 
Paul. From the Mississippi Valley they broad- 
ened the scope of their operations to the Far 
West 


Today this enterprise stands out as one of the 
nation's great businesses. The production and 
marketing of by-products ranging from printing 
papers to building insulation, the development 
of financing for the remodeling and building of 
homes, and a timber conservation plan have not 
only given new peaks to the company's volume 
but have brought an undreamed-of permanency 
to its long range operations. Future growth is 


APTFILIATED witH rPIRST 


A Lumber Company 


solidly based on past performance as quoted 
in a statement from the president 


“In the last decade, we have nearly doubled 
our percentage of the nation’s softwood lumber 
business. Each year since 1932, we have in- 
creased our shipments, and their volume for the 
first half of 1936 was 136% of the same period 
for 1935.” 


The First National Bank is proud of serving this 
great organization. The Bank emphasizes the 
future plans quoted here as doubly significant 
first, as proof of alert adaptation of a time-weath- 
ered business to present day markets; second, 
as an evidence that Saint Paul maintains a posi- 
tion of “key city” in the nation’s second largest 
industry—construction and housing. 


THE FIRST NATIONAL 
BANK OF SAINT PAUL 


BANE B CORPORATION 


Men and Business Find Success 


News 


Tennessee leads the Nation 
in wholesale gains 


STPENNESSEE had the highest gain in wholesale distribution 

of any state in the Union — ninety five percent. In dollers 
and cents the yearly wholesale trade in Tennessee amounted 
to 728 million dollars. 


In this increase of wholesale distribution, Nashville dealers, 
the majority of whom are customers of this bank, played an 
important part. We congratulate them upon the showing made 
and are appreciative that our services have been permitted to 
lend them assistance in this increase 


are from U.S. Department of Commerce 


“AMERICAN NATIONAL BANK 


rupert of Nevewber 


Cuan MEMBER RESERVE SYSTEM 


Enjoy the “Sunday Players,’ each Sunday afternoon at 4:30—WL AC 


Jn Alabama 


Half the Nation’s CAST IRON PIPE 


Made In ALABAMA 


Alabama ranks today as the nanon’s greatest cast won 
pipe producing district Appromimately half the cou» 


try's output 1s produced im thes section 


Few industries have pia 
Alabama's industrial dev 
because they consume 


maternals found here 


With our cast iron pipe plants operating. our blast fer 
paces. coke ovens and coal mine 

Widespread building of water 

posal plants in many sections 
great industry which has done so 


berterment 


BIRMINGHAM TRUST 
& SAVINGS COMPANY 


Continwously Serving Our State and Section for 49 Yours 
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Their Localities 


EFFECTIVE LEADERSHIP 


On these two pages are reproduced a selected few of the 
current and recent bank advertisements that identify 
gecific institutions with the growth of their cities and 
states. Some are based on 

historical facts, others on 

recent economic trends. 


* VARIED INDUSTRIES HIGHLIGHTS 


No OTHER American business area buys as much as New York State 
Detailed knowledge of a large part of this great market is a natural asset 


of the Marine Midland banking offices located in 29 cities and towns. 


Marine Midland banks have served their communities for an average 
of over 50 years. Their counsel can be unusually helpful to customers 


tinct Sects located in New York State, and to those located elsewhere. 
sacoln Rank have bee 


start. And ia the 
thee bank itself, the bripfulacss of this 


MARINE MIDLAND 
B A N K S Throughout New York 
WACHOVIA 


bank, park your cer free at the Lincoln Lerege, adjoining. 
] RESOURCES OVER 8450,000.000 
BANK AND TRUST COMPANY 


MARINE MIDLAND BANKS ARE LOCATED IN 


Q NEW YORK CITY 
5 “ JAMESTOWN 
> RK BATAVIA 
ALBION 
ALEXANDRIA 


Inquiries should be addressed t@ Marine Midland Trust Company 
ine Trust Company, Buffalo, 


Members Federal Deposit Insurance Corporation 


Columbus Already had 3 
Railroad Tracks 


7 ‘ es ( MEN AND INDUSTRY WIN SUCCESS IN SYRACUSE 


N 1866, when High Street was still a graveled road, Columbus had 
had a railroad station for 16 years. The horse cars, on their way to 
the north terminal at Poplar, had to cross three tracks. 


By 1875 Columbus had developed as a railroad center, and traffic had 
increased to the point where relief was sought by tunneling the middle 
portion of High Street beneath the tracks. This proved inadequate and 
the first viaduct, built in 1888 to provide against congestion created by 
Ohio’s Centennial Celebration, was only a temporary wooden structure. 


In “91 a traffic report showed 15,040 pedestrians and 3,500 vehicles 
detained by trains. The present Union Station, with an open viaduct, 


erected in 1894, finally solved the problem. 


P. W. Huntington, founder of The Huntington National Bank, was an in- 
corporator or director of five of those early railroads which helped so 
much in building Columbus. Today the great railroad systems, which are 
their successors, are among the bank’s most important customers. 


INTERESTING TO LOOK BACK .. . But More Pr ofitable to Look Ahead 


6:15 TO 6:45 THIS EVENING, S iw J! “Musical lemories,” a 
fat program m of th th amiveray of the found First Trust & Deposit COMPANY 
THE HUNTINGTON NATIONAL BANK 
OF COLUMBUS 17 SO HIGH STREET COOPERATING WITH» SYRACUSE MEN AND INDUSTRY THROUGH 67 YEARS 
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Public Education 


THE BusTON SUNDAY GLOBE JANUARY 3%. 1907 


YOU WRITE A CHECK.  e And Then What Happens? 


GLOBE ROTO PHOTOGRAPHER Arthur Griffin follows « check 2 


thet comms the bead aphed for its as 


“You Write a Check 
What Happens?” 


Recently the Boston Globe sent one of its pho- 
tographers to the State Street Trust Company, 
where, with camera in hand, he followed a 
check from the time it was written until it had 
finished its tour of the bank. The pictures were 
reproduced in the Globe’s Sunday rotogravure 
section (at left, the entire page). They are re- 
printed on this and the following two pages 
with the newspaper’s explanations 


te. 


Pacquin’s Hand 


f 


1. 


Requiring a little money, Miss Gerald- 
ine M. Falvey of Quincy steps into the 
State Street Trust Company, draws a 
check upon her account in the manner 
recommended in the approved sample 
in every check book and . . . 
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2. 


. +. presents it at the teller’s window, where 

Charles W. Estes checks her signature and bank 

balance if he is in doubt and hands her the money 
she needs. The check then goes to . . . 


De 


H. F. Hurlburt, 3d, who puts it in a little box 
and the check is photographed for a permanent 
record, eliminating an enormous amount of book- 
keeping by providing a miniature negative, and 
cutting down the amount of filing space needed 
for such records. It is placed on a pile with thous- 
ands of other photographed checks and every five 
or 10 minutes sent up... 


4. 


. . a chute to the bookkeeping and classifying 
departments where, among other things... . 
(Continued on next page) 
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(Continued from preceding page)... 
**batch sheet”? by Edwin Swimm, keeping tally of the 
amount paid out every day, sorted accordins to the di at 
of the bank on which it is drawn, in this case the tes 
which he works, and then goes 


it is listed on 9 


. . . the cancelling machine, where Ralph 

W. Parker perforates it with the date, thus 

destroying its further power of negotiation, 
and sends it to... 


. . the bookkeeping 
department, where 
Thelma Poore, Virginia 
Gormley or another 
clerk charges it against 
the account of Gerald- 
ine Falvey, upon whom 
it was drawn, files it 
away in Miss Falvey’s 
envelope and she re- 
ceives it back with her 
statement on the first 

of the month. 
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The South’s Forum ATLANTA 


MARCH 25-26 


Public Education 


HE forum discussion of banking problems scheduled for 
Atlanta, Georgia, March 25 and 26 was the third and 
st in the recent series of American Bankers Association 
Regional Conferences. 
As in the Pittsburgh and Portland meetings, the banks 
lations with the public constituted an important part of the 
rogram, and authorities on this subject and others appeared 
igfore the five sessions. A dinner meeting ended the program. 
President Tom K. Smith presided at the sessions and dinner, 
ssheretofore. Here are the speakers and their subjects. 


| 


© NEA 

“I don’t know what system of bookkeeping this bank 
uses, but it certainly doesn’t tally with mine” 


J. §. Kennedy, general chairman of Atlanta committees and 
vice-president, First National Bank, Atlanta, who called the 
first session to order 


George Fort Milton, president and editor, Chattanooga News, 
Chattanooga, Tennessee, who spoke on “It Might Have Been” 


Ae . ity Tom K. Smith, president, Boatmen’s National Bank, St. 
Louis, Missouri; President, American Bankers Associa- 
tion—“*Why Bankers Should Counsel Together”’ 

PHOTOS FOR BANKING BY HARRIS & EWING 
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Oscar Wells, chairman of the board, First National Bank, H. Lane Young, executive vice-president, Citizens & South. 
Birmingham, Alabama—‘‘The Place of F.H.A. Mortgages ern National Bank, Atlanta, Georgia—“‘The Bankers’ Part 


in Banks”’ 


in Building an Agricultural Community” 


James H. Penick, vice-president and cashier, W. B. Worthen Merle E. Robertson, president, Liberty National Bank & 
Company, Bankers, Little Rock, Arkansas—‘‘Research in Trust Company, Louisville, Kentucky—“‘Personal Loan 
Costs and Methods of Operation”’ Departments in Banks”’ 


J. A. Reagan, vice-president and cash- 

ier, Peoples Bank & Trust Company, 

Rocky Mount, North Carolina—*‘Bank- 
ing Talks to Schools and Clubs’”’ 


PHOTOS FOR BANKING BY HARRIS & EWins 


Richard G. Stockton, vice-president, W. B. Gladney, vice-president, Bastrop 
Wachovia Bank & Trust Company, Bank & Trust Company, Bastrop, 
Winston-Salem, North Carolina—*Pre- _Louisiana—**Bank Insurance and Crime 
serving the Association Between Bank- Protection” 

ing and Trust Business”’ 
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y, W. Woodson, president, First Na- 
tional Bank of Waco, Waco, Texas— 
“Investment Policy”’ 


Gurney P. Hood, Commissioner of 
Banks, State of North Carolina, Raleigh 
—‘Chartering of Banks” 


Left, Robert V. Fleming, president and 

chairman of the board, The Riggs 

National Bank, Washington, D. C.— 

“How One Bank Met Its Public Rela- 
tions Problems” 


Right, R. M. Johnson, assistant cashier, 

Deposit Guaranty Bank & Trust Com- 

pany, Jackson, Mississippi—*‘Banking 
Education and Public Relations” 


Below, P. D. Houston, chairman of the 

board, American National Bank, Nash- 

ville, Tennessee—‘*Loan Administra- 
tion Policy” 


Left, F. F. Florence, president, Republic 

National Bank & Trust Company, 

Dallas, Texas—‘‘Research on Federal 

Lending Agencies, Postal Savings and 
Bank Chartering”’ 


Right, J. L. Dart, comptroller, Florida 
National Bank, Jacksonville, Florida— 
*““Budgetary and Expense Control”’ 


J. F. Flournoy, Jr., vice-president, 


Whitney National Bank of New Orleans 
—‘‘Income from Banking Services”’ 
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Indispensable 


to Progress 


T the Portland, Oregon, Regional Conference 
of the American Bankers Association, Presi- 
dent: Tom K. Smith said: ‘‘ New conditions have 
arisen in business and industry, and the banking 
system will have to adapt itself to them. The 
banker today is more open-minded than ever 
before in my experience. He is willing to examine 
old methods in the light of new conditions. His 
mind is conditioned for change. This is highly 
encouraging, for such an attitude is indispensable 
to progress.” 


Left to right: C. C. Colt, vice- 
president, First National Bank 
of Portland; H. M. Chamber- 
lain, vice-president, Walker 
Bank & Trust Company, Salt 
Lake City; Fred Greenwood, 
manager, Portland branch, 
Bank of California 


PHOTOS FOR BANKING FROM HARRIS @ EWing 
Above, left to right: Tom K. Smith (seated), president of the Boat. 
men’s National Bank, St. Louis, and of the American Bankers Associa- 
tion; John N. Edlefsen, vice-president, United States National Bank 
Portland; T. P. Cramer, Jr.; Dietrich Schmitz, president, Washington 
Mutual Savings Bank, Seattle 


Left to right: Blaine B. Coles, 
vice-president, First National 
Bank of Portland, and President. 
Trust Division, American Bank- 
ers Association; Fred N. Shep- 
herd, Executive Manager, Ameri- 
can Bankers Association, New 
York City; Paul C. Dick, presi- 
dent, United States National 
Bank, Portland; Orval W. Adams, 
executive vice-president, Utah 
State National Bank, Salt Lake 
City, and Ist Vice-president, 
American Bankers Association 


Left to right: Richard West, 
managing director, Portland 
Branch, Federal Reserve Bank 
of San Francisco; G. D. Brodie, 
cashier, Johnston Bros., Bankers, 
Dufur, Oregon; Hedley Hill, man- 
ager, Portland branch, Canadian 
Bank of Commerce; C. E. Jenks, 
State Superintendent of Banks, 
Olympia, Washington 
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ENDAR 
CALENDA 


Meetings and Activities 


tive Council, American Bankers Association. This 

gathering, second in importance as an Association 
neat only to the Annual Convention, takes place from the 
ith to the 21st, inclusive, at The Arlington Hotel, Hot 
springs, Arkansas. The meeting is usually attended by some 
3 bankers from various parts of the country. 

Also on the April calendar are the conventions of the Na- 
onal Association of Mutual Savings Banks, scheduled for 
de 28th, 29th and 30th at the Waldorf-Astoria, New York 
(ity, and of the New Mexico Bankers Association. The latter 
seeing is scheduled for April 23 and 24 at Santa Fe. 


iC brings the Annual Spring Meeting of the Execu- 


NATIONAL BANK EARNINGS AND EXPENSES 


{ TABLE presenting some comparative statements in 
amings and expenses of all national banks for the year 
inded June 30, 1936, has been prepared by the National 
Rank Division, American Bankers Association. William F. 
Augustine, vice-president, National Shawmut Bank, Boston, 
is President of the Division. 

“The source and the size of each item of income is shown, 
asis the proportionate cost of each essential bank operation,” 


CONVENTIONS 
A.B.A. Meetings 


Spring Meeting of Executive Council, The Arlington Ho- 
tel, Hot Springs, Arkansas 

American Institute of Banking, Hotel Lowry, Saint Paul, 
Minnesota 


Graduate School of Banking, Rutgers University, New 
Brunswick, New Jersey 
A.B.A. Convention, Statler Hotel, Boston, Massachusetts 


State Associations 


New Mexico, Santa Fe 

Arkansas, Hotel Marion, Little Rock 
South Carolina, Charleston 

Indiana, Indianapolis 

North Carolina, Carolina Hotel, Pinehurst 
Oklahoma, Oklahoma City 

Missouri 


Tennessee 

California, The Huntington, Pasadena 

Kansas, Wichita 

Texas, Gunter Hotel, San Antonio 

New Jersey, Traymore Hotel, Atlantic City 

Illinois, Chicago 

Pennsylvania, Hotel Traymore, Atlantic City, New Jersey 


District of Columbia, Greenbrier, White Sulphur Springs, 
West Virginia 


New York, Aboard S.S. Washington sailing to Bermuda 


Arkansas Junior Bankers Educational Conference, Rus- 
sellville 


South Dakota, Rapid City 

Mississippi, Edgewater Gulf Hotel, Edgewater Park 
Idaho, Hotel Rogerson, Twin Falls 

Massachusetts, New Ocean House, Swampscott 
Georgia, Rome 

Oregon, Pilot Butte Inn, Bend 


Mr. Augustine says in a letter to the members. “ All of them 
are projected into the total gross earnings or into total ex- 
penses, and thus they take on a form which permits com- 
parisons by individual banks. The precentages arrived at are 
for states and reserve cities and, except for such items as 
were not carried in earlier similar statements, the average for 
each of several recent years is shown at the end of each line.” 

The third section of the table indicates the percentage of 
gross earnings required to defray each item of expense. All 
expenses are included in the schedule, which shows the por- 
tion of gross earnings remaining for profits before losses and 
depreciation and recoveries and profits on securities are com- 
puted. These are dealt with separately in the fourth section 
where they are compared with gross earnings. The table also 
shows the excesses of losses and depreciation over recoveries 
and profits on securities, or vice versa, in comparison with 
the amount of gross earnings. These figures may be used to 


compute the percentage of gross earnings represented by 
total net additions to profits. 


Pictures of speakers at the Atlanta Forum appear on pages 
45, 46 and 47 


June 17-18 
June 18-19 
June 21-22 
June 24-26 


Washington, Bellingham 

Colorado, Stanley Hotel, Estes Park 

Utah, Bryce Canyon Lodge, Bryce Canyon 

Virginia and West Virginia (Joint Convention), the Green- 
brier, White Sulphur Springs, West Virginia 

Michigan, Grand Hotel, Mackinac Island 

Wyoming, Sheridan 

Wisconsin (Cruise) 

North Carolina Bankers Conference, The University of 
North Carolina, Chapel Hill 

Delaware, Rehoboth 


June 24-27 
June 25-26 
June 26-29 
July 12-17 


Sept. 9 


Other Organizations 


Convention of North Central Region, National Associa- 
tion of Real Estate Boards, Gontenelle Hotel, Omaha, 
Nebraska 

Eastern Regional Conference of the National Association 
of Bank Auditors and Comptrollers, Wardman Park 
Hotel, Washington, D. C. 

Reserve City Bankers, The Greenbrier, White Sulphur 
Springs, West Virginia 

National Association of Mutual Savings Banks, Waldorf- 
Astoria Hotel, New York 

New Jersey Savings Banks Association, Montclair Golf 
Club, Montclair, New Jersey 

National Safe Deposit Convention, Willard Hotel, Wash- 
ington, D. C. 

Annual Institute of the American Industrial Bankers As- 
sociation, Hotel Indiana, Fort Wayne, Indiana 
Convention of Central Atlantic Region, National Associa- 
tion of Real Estate Boards, Biltmore Hotel, New York 
Annual Conference of Insurance Division of the American 
Management Association, Chalfonte-Haddon Hall, At- 
lantic City, New Jersey 

Annual Conference of the National Office Management 
Association, Stevens Hotel, Chicago, Illinois 

Annual Convention and Credit Congress of the Industry 
of the National Association of Credit Men, Chicago 
Financial Advertisers Association, Syracuse, New York 


Apr. 9-10 


Apr. 23-24 


Apr. 26-28 
Apr. 28-30 
May 6 

May 6-8 
May 13-15 
May 14-15 


May 24-25 


June 7-9 
June 21-24 
Sept. 13-16 
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Leadership Training 


By J. RAYMOND ROOS 


interested in public relations are continually seeking 
information as to how they can encourage employee 
leadership in that field. Interest in employee training has 
never at any time been at so high a pitch, or so evidenced by 
leading bankers, as it is today. The New York State Bankers 
Association, through its Committee on Education and 
through county organizations, is taking a lively interest in 
the subject. The committee this year, in conjunction with 
the Industrial Service Bureau of the Education Department 
of the State of New York, under the direction of Arthur L. 
Mann, chief, and G. E. Maclay, supervisor, has initiated a 
program of training junior officers, department heads and 
other employees in the technique of conference leadership. 
The Industrial Service Bureau became a part of the Voca- 
tional Division of the New York State Education Depart- 
ment in 1925. Its purpose is to help individuals improve 
their status through a better understanding of problems af- 
fecting human relations. This is done by assisting the man- 
agement of an organization in establishing a training pro- 
gram to fit the needs of the organization. With this end in 
view the bureau trains executives and discussion leaders in 
methods of making a survey of their organizational and 
individual needs, in the use of the group discussion method 


B ize officers, directors and educators working with or 


of teaching and in the preparation of material for group 
discussions. 


HOW TO START THE PROGRAM 


WHEN arranging for group discussion, representatives of 
the Industrial Service Bureau have a conference with the 
committee in charge of this work in the particular county, 
which usually includes one representative from each bank. 
The committee has found from experience that the best re- 
sults are obtained when designated employees from each in- 
stitution meet for a period of three hours each day for a week 
or ten days. At the expiration of this time they have a good 
knowledge of the plan and of the procedure to be followed in 
training the employees of their institutions in group discus- 
sions covering subjects relating to employee, customer and 
public relations. 

The objective of the training program is to effect a better 
understanding, on the part of everyone in an organization, 
of its aims, policies and problems. This bureau has been 
largely instrumental in establishing educational programs 
in banks, factories, public utility companies and other 
business organizations. Therefore, our committee has in- 
quired of banks throughout the state as to what can be done 
to assist them in their employee relationship, as we recog- 
nize that such programs have assumed an important place in 
the equipment of modern banking. 

Public understanding of our banking system is not a thing 
to be attained in a day. Public confidence is an intangible 
asset and must be assiduously acquired through continuous 
effort over an extended period of time. This cannot be ac- 
complished in a day. It will require weeks of hard work, but 
some fateful day in the future those having had public rela- 
tions programs will be thankful for the weeks of work. 


THE PURPOSE OF THESE METHODS 


“LET ME EMPHASIZE the fact that the purpose of these 
methods was to teach discussion leadership, not bank. 
ing. All on the same basis, as the men practiced leadin 

discussions throughout that week, they felt free to 
criticize each other and were willing to accept criticism 
themselves. They soon observed natural faults, such as 
a leader ‘hogging’ the discussion or letting one or two 
members of the group monopolize the floor. Also, 
Maclay, as the supervisor of this training course, showed 
them some tricks of the trade—the way to arouse 
interest on the part of silent sitters, how to wake up 
such men by asking abrupt questions, or, if the silence 
of a non-participant was due to timidity, how to de- 
velop that man’s confidence through asking him simple 
questions which he could answer readily.”—W. H. 
JOHNSON, JR., vice-president, Marine Midland Group, 
who refers to the above training program in Con- 
structive Customer Relations (A. I. B., 1936). 


Such a plan must begin from within. Policies must be right; 
the organization must function smoothly and harmoniously; 
management must be capable. Unless the management can 
assure the community that a sound and profitable institution 
is being operated as a helpful and constructive force in the 
community, then all efforts to sell that institution to the 
public must fail. 


FIRST ESSENTIAL—PERSONNEL POLICY 


THE first essential for any employee relations program is a 
well formulated and constructed personnel policy under- 
stood and carried out by officials, executives and minor em- 
ployees of the bank. Satisfactory customer relations are 
largely founded upon a well trained, efficient, intelligent and 
courteous bank personnel. Public opinion is the foundation of 
our economic, social and political institutions. For this rea- 
son the chief concern of every executive should be a con- 
structive program of public relations. 

The work of the Industrial Service Bureau is receiving 
gratifying recognition by banks throughout the state. Six- 
teen county organizations and three banks with staffs of 100 
or more, have taken advantage of the services offered. 

Arrangements have already been made by four county 
associations to take up this work in the Fall of this year. 
There is also a possibility that advance courses in this pat- 
ticular phase of employee relations may be assumed if suft 
cient enrolments warrant further elucidation on this subject. 
The program does not detract from the educational activities 
of local chapters of the American Institute of Banking, andit 
is not intended to supplant any of the present plans of cot- 
structive customer relations programs, but rather to furnish 
a complete service in this respect to such banks as may 
have felt they could not, up to the present time, get into this 
field. 

Our work is based on the belief that the most successful 
corporations, whether financial or otherwise, will be thos 
which manage to develop sound programs of employe 
employer public relations. 
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NO OTHER SERVICE COULD HAVE GIVEN 
THE CUSTOMER SUCH PROTECTION 


gz. Court Street 


to Express lts 
Appreciation to (he 


First National Bank 


excellent service 
connection with 


its recent fire. 
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pay- 
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every financial rec- 
ord burned to ashes. How would 
your bank meet the emergency of 
restoring those records? 

Endless tracing... hunting through 
fles...exhaustive checking. Could 
aay amount of willing service restore 
these records... without a complete 
sory of individual transactions as 
told with 100% accuracy by Recor- 
dak check pictures and 
wthentic photographs of 
customers’ statements. 

disaster illustrated 
could occur to one of your 
customers at any time. 
Your bank could meet 
the situation promptly 
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and efficiently with Recordak Sys- 
tems...and at month-to-month 
savings in expense. 

Modern banking is more than 
a safe depository system. It calls 
for the unusual service Recordak 
can render to bank and customers 
alike. Recordak serves the bank 
by ‘saving time-consuming opera- 
tions in bookkeeping and transit 


RECORDAK CORPORATION 


(Subsidiary of Eastman Kodak Company) 
350 Madison Avenue, New York, N. Y. 


work...cuts work hours all along 
the line. Recordak serves the cus- 
tomer with a permanent photo- 


graphic record of every transaction 


handled by the bank...records for 


assured safety and greater protection 
...admissible legal evidence in the 
absence of original records. Recor- 
dak check photographs established 
the actual insurance value for this 
grateful depositor. 

Recordak brings about 
new standards of safety 
for customers...and for 
banks, greater operating 
efficiency, accuracy and 
net economy...at no cap- 
ital expenditure. 


M | Su AK SYSTEN, 
ee? 
curtain Shop we Fire Da SAVES 
Mage in Curtarn 
\o* 
), gu 4 % 
usly; system checks and _ by fi interior 
can ahi customens most ire. Th of this 
records when all our reco e enti, Store 
ution valuable to xs and rec: rd Was d re stock Was co 
nthe [cancelled Cecently which maf, troyed Bong with qui d 
the fire. This Wwe ma es Y us very b 
aupli pey for an © of + Ook 
of of every ban recor CUustomen, Photo Recordat So 
permanen ugh the 1 We 
gment made most Anoth to have check 
service EXCLU tablish the in all th 
nder- ion rendered. Fy IVE Firsy N e MSUrance | e 
r eni- wishes RS T ational Sery; 
Margo Curtain SbOP patrons ervice 
jo advise Its tor busl- O 
t and that it, will ese 8INGH, AL 
ion of opening Maing Every anking AMTON, Ny BAN 
3 rea- WILL PAY. Cor. Coury OFFICE Servi 
FIRST 
. Six- 
of 100 
yunty 
year. 
3 par- 
sufh- 
bject. 
vities 
and it 
f con- 
irnish 
may 
o this 
essful 
those 
loyee- 
KING 
51 


Example of Investment Analysis 


By BANCROFT MITCHELL 


YSTEMATIC investment involves a comparison of the 

S merits of the available investment media. Below, cer- 

tain pertinent characteristics of the railroad and elec- 

tric industries are weighted against each other, and the 

statistical record of some bonds of each group available on 
the same yield basis is noted. 


MONOPOLY CHARACTERISTICS 


EACH industry has the characteristics of a monopoly, ter- 
ritorially and from a service standpoint. Territorially, the 
electric company usually has a complete monopoly. Rail- 
roads, however, have an imperfect monopoly, as they often 
parallel each other and run into the same terminals. Hence, 
a railroad may compete with others for traffic. The average 
road originated about 50 per cent of its traffic in 1935, but, 
of course, not all such traffic was originated at points served 
exclusively by it. 

It has been advanced as a theoretical argument that elec- 
tric companies are subject to duplication, whereas the dupli- 
cation of a railroad trunk line has never been seriously con- 
templated. This argument is more theoretical than practical, 
for electric distribution systems have seldom been dupli- 
cated. Such duplication is subject to the consent of the state 
commission, the electorate, or both. The utility’s complete 
territorial monopoly has seldom been broken. 

As for service monopoly, the electric company, to begin 
with, encounters virtually no competition from other services 
for its retail load (domestic and commercial), which pro- 
vides over 50 per cent of revenues. It is true that gas re- 
frigerators are in competition with the electric units which 
provide apout 10 per cent of the revenues of the electric in- 
dustry, but such competition has been ineffective in pre- 
venting an uninterrupted growth in this load, which, when 
established, is well entrenched. As for the balance of the elec- 
tric load, consisting mainly of the wholesale industrial, this is 
also strongly entrenched. 

Let us compare these monopolistic service features with 
those of a railroad. The railroads, viewed as a whole, have a 
large backlog of business which is non-competitive—for ex- 
ample, traffic in such bulk commodities as grains, mine prod- 
ucts, animals, forest products and heavy industrial products 
such as steel. As a whole, they derive at least one-half of their 
revenues from transporting such commodities. However, 
the balance of their freight traffic is subject in varying de- 
grees to the competition of trucks, waterways, and pipe- 
lines; and the 10 per cent of revenues derived from passenger 
traffic is vulnerable to the competition of automobiles. 

We should give the first round—monopoly characteristics 
—to the electric company. 


DIVERSIFICATION OF BUSINESS 


THE average large electric company derives about one-half 
of its revenues from 100,000 or more retail customers. 
There is thus a high degree of numerical diversification in 
this load. As for the industrial load, the business of the elec- 
tric company is probably as well diversified as the traffic in 
manufactured and miscellaneous goods of the average 
railroad. 
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The railroads, on the other hand, usually depend rather 
heavily on one or more types of traffic, such as Coal, auto- 
mobiles, wheat, iron ore and cotton. 

In view of the diversity of business in both industries, it 
seems that this round is about a draw. 


STABILITY OF REVENUES 


AN important factor in analyzing bonds for semi-permanent 
investment is the stability of the business. At the low point 
in 1933, revenues of electric companies in the United States 
had declined only 11 per cent from the 1930 peak. This is 
unusual stability. (In the year 1936, they were about 4 per 
cent over this peak.) Railroad revenues, on the other hand, 
declined over 40 per cent, or about four times as much. The 
explanation for the greater stability in electric revenues 
seems to be the high proportion (about 50 per cent in dollars) 
of retail business of the electric company. The business of 
the railroad is largely industrial in character. 
This round must be given to the electric companies. 


SIZE AND STABILITY OF PROFIT MARGIN 


THIS factor is important, since without a fair profit margina 
concern will be unable to service its debt regardless of how 
conservatively its property may be bonded. In 1930 the net 
railway operating income of Class I roads was about 16.5 per 
cent of revenues. In 1932, the low point, the profit margin 
was only 10.4 per cent, and a number of roads were operating 
at a loss. While this ratio rose to 14.8 per cent in 1935 and 
further in 1936, the fixed charges of the roads aggregate about 
19.8 per cent of revenues, leaving little margin of safety. 
On the other hand, the profit margin of electric companies 
in 1932 was almost 40 per cent. It has rarely gone below 35 
per cent in any individual instance. Thus, the average elec- 
tric company can fairly comfortably stand a ratio of fixed 
charges to revenues of 20 per cent, leaving a margin of 
safety of from 15 to 20 per cent. 
The grief in the utility industry has come primarily in 
the pyramided holding company set-ups, where moderate 
changes in earnings of the operating units have been mag- 
nified. To the best of the writer’s knowledge, not one of the 
170 electric and mixed electric and gas operating utilities 
with annual revenues of $3,000,000 or over defaulted on its 
bonds during the depression (this does not mean that some 
did not come too close for comfort). In connection with this 
discussion, the following statistics may be of interest: 


WEIGHTED AVERAGE PER SHARE CASH DIVIDENDS 
OF COMMON STOCKS 
12/31/29 6/30/36 Decrease 
$1.21 80% 
1.86 29% 


36 rails 
30 utilities 
This round goes to the utilities. 


LABOR FACTOR 
IN this day of socially-minded government, the labor factor 
may become increasingly important. The chemical industry 
is cited for its low ratio of labor costs to revenues. This ratio 
(CONTINUED ON PAGE 54) 
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SOCIAL SECURITY 


and the Security of Your Slow Loans 


LERT bankers are watching collections on slow loans more 
A carefully this year. They realize that the new Social Secur- 
ity and Unemployment Insurance Taxes constitute a first lien 
on earnings and must be paid ahead of notes due to banks. 


Labor costs of manufacturer-borrowers may have to be in- 
creased substantially in 1937, to keep pace with the higher cost of 
living. How will your slow loan customers take care of the new 
taxes and the inevitable wage increases and still have enough left 
to pay their obligations to you? The answer is: by eliminating 
waste and stepping up the efficiency of their entire personnel! 


The May Company specializes in helping business firms to cut 
out waste and increase the productive capacity of employees. In 
scores of plants, throughout the United States and Canada, manu- 
facturers are paying higher wages and the new Federal taxes out 
of savings uncovered by May Methods. The principles upon 
which May Methods are based apply to any business . . . and 
they bring quick results. 


Your slow loan customers would like to become “prompt pay.”’ 
They want the improved credit standing which better, more 
efficient methods produce. Advise them to talk to the May 
Company . . . to write our nearest office and let us help them 
effect new economies in their methods of doing business. 


GEORGE S. MAY COMPANY 


CANADA: George S. May, Ltd., 320 Bay St., Toronto 


April 1937 
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(CONTINUED FROM PAGE 52) 


in 1935 was 45 per cent for the railroads and only 18.5 per 
cent in the electric industry. 
Another round for the utilities. 


REGULATION 


THE utilities probably face more in the way of regulation 
than do the railroads, which have already been subject to 
Federal supervision. Federal regulation of utilities is of two 
types—direct and indirect. As for direct Federal regulation, 
it is difficult to see, if we continue under a constitutional sys- 
tem, how the Federal Government can establish direct juris- 
diction over the average electric operating company, whose 
business is primarily intrastate in character (as distinct from 
the railroads, whose business is essentially interstate in 
character). Witness the request by the State Commission 
in Connecticut that the Federal Government keep its hands 
off the local utility companies. 

Of course, the Government can cause considerable damage 
by indirectly regulating utility concerns which are within the 
range of competing hydro projects. However, these projects 
must be restricted to certain areas (unless the thyratron 
direct current transmission tube becomes practical), and in 
these areas the results do not seem to have been dire so far. 
Where such competition has forced down rates, consumption 
has increased notably. For example, the companies in Ten- 
nessee, Alabama, Georgia and Mississippi increased their 
combined output about 15 per cent in 1936, whereas the in- 
stalled capacity of the T.V.A. at the end of the year was 
equivalent only to about 10 per cent of the combined gen- 
erating capacity of these companies. In view of public apathy 
towards municipal projects (witness recent votes in Yakima, 
Washington, Milwaukee, Wisconsin, Springfield, Illinois), 
the writer hazards the guess that the Government may yet 


be forced to sell its power to private concerns Practica) 
way out. 

State regulation may restrict the profits of some Utilities 
which in the minds of the commissions may be making ful 
returns on inflated property values, but the gratifying in 
creases in consumption which have followed rate reduction. 
have taken much of the threat out of state regulation, 


Nevertheless, we must give this round to the railroads 


COMPARISON OF INDIVIDUAL ISSUES 


BELOW are certain pertinent statistics Concerning some 
railroad and utility bonds picked at random. The securities 
have been separated into two groups, one group yielding in 
the neighborhood of 3.75 per cent, the other 4.75 per cent 
It must be emphasized that the selection of the above bonds 
is intended to have no particular significance; that asa whole 
they do not meet strict requirements but have been picked 
at random for purposes of comparison only. 

Attention is called to the average depression low market 
price of the bonds in the rail and utility groups, to the fixed 
charge ratios at the depression low point, and to the recent 
fixed charge ratios. 

Probably the next logical step in a study of this kind is to 
attempt to find reasons (which we have apparently not done 
so far) for the ostensibly greater respect held for the rails 
by the market. One reason may be the aforementioned politi- 
cal agitation against the electric industry. Another may be 
the greater seasoning of the railroad industry. 

These latter advantages which the rails may have seem 
largely theoretical, and do not appear to the writer to carry 
as much weight as would the ability of the railroads to show 
a superior statistical record. 

However, there must be left to the individual investor the 
problem of how much weight to accord to these factors and 
numerous others. 


COMPARISON OF CERTAIN RAIL AND UTILITY BONDS * 


GROUP I 


Columbus Ry. P. & L. 4s 

Gulf States Util. 4s 
Ohio Edison 4s 


Nickel Plate Ref. 414 

So. Pac. Deb. 4%s 


Carolina P. & L. 5s 

Fla. P. & L. ist 5s 

N. Ind. P. S. 5s. 


Average 


ixed Charges Earned— 
Latest 


Low 
1931-5 


0.80 
1.16 
1.17 


Yield to 
Maturity 


1931-5 
Low (A) 


Average 
1926-30 
2.27 
3.62 
1.97 
2.3 


Recent 
95 
114 (B) 
100 


97 


Suse 


2.52 


w 
oo 


WW ww 


w 


(Average maturity, 23 years) oa 
* The issues cited here were selected at random for purposes of illustration only. (A) As the majority of these bonds were not outstanding 2 


1932-33, low prices have been inserted of 5 per cent bonds issued under the same mortgage. (B) Callable 105 in 1952. (C) Interest on mortgage 
bonds only. 
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Annual 
L. & N. Ref. 334....... 2003 3 45 1.87 
G. N. Gen. 33%%....... | 3 40 0.31 1.46 
(Average maturity, 42 years) 
1965 106 75 2.26 3.0 
1966 105 50 1.61 1.78 
1966 98 60 1.52 2.80 
1965 105 67 1.83 2.11 
......._ 1965 63 1.80 2.43 
(Average maturity, 28 years) 
GROUP II 
1978 94 10% 2.04 0.44 1.40 
95 29 2.35 0.70 
93 31 2.09 0.70 1.21 
1956 105% 29 3.38 0.18 
Average........ 4.78 25 2.46 0.50 1.43 
(Average maturity, 42 years) 
Phila. Co. Sec. 5s........... 106 4.62 61 1.53 
1956 103 4.76 50 1.36 r 
1956 4.61 47 1.40 1 
1954 98 5.17 44 1.65(C) 2 
1966 105 4.70 55 1.35 Ls 


The Speed-Up 


The pace of life has quickened. Travel and 
communication are swift beyond the imagi- 
nation of yesterday. 

But man changes slowly. A generation is 
nothing in the history of the race. 

Today the speed-up of modern civilization 
puts new and terrific stresses on the indi- 
vidual. All of us feel the pressure. Most sur- 
vive triumphantly. 

But here and there a hidden weak- 
ness appears. In positions of trust a loss is 


discovered. Another life—another business 
faces ruin. 

But the residents of National Surety Town 
live securely, protected against the reper- 
cussions of theft or defalcation. They deal 
with certainties in a world of uncertainty. 

National Surety representatives every- 
where—themselves picked men—are selling 
fidelity bonds and blanket bonds; plus pro- 
tection against burglary, forgery, and many 
other dangers. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, PRESIDENT 


Copyright National Surety Corporation, 1937 


April 1937 


New York 
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The prudent banker is cau- 
tious in the use of superla- 
tives. The ‘‘ best” is too often 
a matter of opinion. The 
‘*strongest” can be proved so 
only under conditions no one 
would wish to put to the test. 


But the straight line will 
always be the shortest dis- 
tance between two points, 
and the quickest collection 
returns will result from use 
of the fastest means available. 


For lowest costs use the 
facilities of our direct collec- 
tion service in twenty-four- 
hour continuous operation. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus... . $30,000,000 


Member of Federal Deposit Insurance Corporation 


Real Estate 
Accounting 


isa simple accounting method 
for a bank real estate department? 


one banker was asked. His Teply was 
that this is a topic that can be discussed 
in great detail, but he gave an outline of 
a system which can be shortened 9 
enlarged upon as desired. 

An individual property record should 
be kept of each piece, giving-a complete 
description of the parcel, its location, a 
diagram of the lot, description of the 
buildings, and perhaps a Photograph. 
On this sheet appear the amount of the 
mortgage, all costs to judgment date in 
case of foreclosure, or all costs to date if 
acquired by quit-claim deed. Added to 
this information should be all taxes and 
other costs which are necessary to arrive 
at a book value. 


ADJUSTMENT ON APPRAISAL 


IT is well to have the property ap 
praised, and if the appraisal is lower 
than the cost value the latter should be 
reduced to the appraisal value. If by 
chance the appraisal is substantially 
higher, the real estate officer should 
use his own judgment. This informa- 
tion will then give the bank the asset 
value of all property carried. 

A 5% by 7% loose leaf post binder is 
a convenient size of book in which to 
carry these data. An index should also 
be compiled. 

The operating account can be set up 
on the same size sheet, compiled as a 
ledger sheet to account for income and 
expenses. Under income is credited the 
amount of rents or other income, and 
under expenses are charged mainte: 
nance, taxes and other miscellaneous 
items such as cost of appraisal and 
insurance. 


AT THE YEAR-END 


AT the end of the year profits or losses 
can be charged or credited to the asset 
account, reflecting the net profit or loss 
for operations during the year. If any 
advancements have been made by the 
bank and interest paid thereon, these 
should be charged direct to the prop- 
erty. 

In the case of sales the profit or loss 
on each individual piece can be trans 
ferred to the general asset account at 
completion of the sale and left until the 
end of the year, or the amount can be 
transferred each month, if desired, to 
the bank’s profit and loss account. 
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How up-to-date files can 
help your Credit Department 


| John Does and Richard Roes are not the same 
people —from a credit standpoint—that they were 
afew years ago. Some are still poor risks. But the status 
of many has improved to the point where you may now 
make profitable, safe loans. 

Up-to-date credit information will enable you to put 
more funds at work. This has been proved where Rem- 
ington Rand equipment has been installed. . . . files and 


folders specially designed to make credit data easier to 
handle and easier to find. 


CREDIT FACTS AT YOUR FINGERTIPS... To be of 
most value, your credit file should be perpetual. A 
new Remington Rand improvement, called Classifile, 
arranges papers by classification within the folder. There 
are four sections, divided by guide sheets which are 
equipped with space-saving Kompakt fasteners and 
reinforced tabs. A printed form is included for record 
of customer’s assets and average balances over a 6-year 
period. Classifile is flexible . . . saves as much as 60% in 
filing space . . . speeds up reference. 


OK: from Remington Rand 


THREE AUTOMATIC CHECKS AGAINST MISFILING. 


Triple-check automatic 
index permits you to file 
by name and check by both 
number and color to make 
sure you're right. Only a 
few alphabetic divisions are 
needed . . . one-tenth the 
number required by other 
systems to accomplish equal 
results. Guide reading is re- 
duced by 90% .. . an error 
can be spotted at a glance. 


ACT TODAY! Find out how little it costs to have complete, up- 
to-date credit information right on tap. Any change you decide 
upon can be handled by Remington Rand Service Department 
experts with no interruption of your present office routine. Phone 
the Remington Rand man in your city or use the coupon. 


MAIL COUPON NOW 


Remington Rand Inc., Dept. B-14 
465 Washington Street, Buffalo, N. Y. 


Please give full details of Remington Rand’s new 
(] Classi-file Triple-check Automatic Index 


Address ...... 
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Charges That Mean “Don’t Do It Again” 


— of the so-called service charges each past due note, the borrower nat- failure to be in the bank on 


are not intended as service charges urally feels that he is paying for the The charge, therefore pe - ~ 
at all. In reality they are penalties privilege of allowing the note to become rate and distinct and i, ts Am 
specifically imposed for the purpose of overdue. There is no particular object, interest. ef Ins 
eliminating certain practices. In order he thinks, in hurrying down tothe bank One scale of charges for these chuset 
to accomplish this, then, they must be to make arrangements for payment or due loans is 50 cents for the roa —~ 
imposed in such a way as to discourage renewal. and 25 cents for each day thereaf y oe 
the continuing or repetition of the of- _If it has gone past due one day it that a note is permitted to run +. a 
fenses. can just as well go 20 days. On the Then comes the question as to how pelle 
One of these is the penalty chargesfor other hand, if the charge is based on customers should be notified that nao ro 
past due notes. If this charge is made the length of time, the borrower under- a rule is in effect. It is unnecessary { ‘a 
on the flat basis of so much, say $1, for stands that it is a specific penalty for notify all borrowers of past due oe the be 
penalties when the vast majority of vould 
borrowers never allow any of their paper  stockl 
to pass maturity. Certainly there is no Even 
object in issuing a general booklet of | him 
charges which includes such items, |t Malle 
AMERICAN MOTORISTS only makes a long list of charges for | manu 
public consumption which in reality are comp! 
INSURANCE COM PAN Y of no interest to the general public. skile 
can be overcome by mand 
€ use of a rubber stamp, or a little 
Gains fe or 1936 sticker printed in red, which is placed on” 
on the note notice of such borrowers as # in in 
80 the bank thinks may permit their notes 
Surplus as regards policyholders increased to............... $1,508,990.39* to run past due. In this way the bank is porat 
from $1,404,878.14, a gain of...............ce.eeeeeeeee 104,112.25 bringing the fact to the forceful atten- “p 
tion of certain customers but is not un- in Ar 
Invested Assets in Cash Government Bonds 58.8%. if 
*$50,000 was added to the reserve for contingencies now totaling $200,000.00. Nei 
either is it publicizing generally 19 the | 
FINANCIAL STATEMENT charge which is of interest to onlya B of 
nen as of December 31, 1936 small fraction of the public. prod 
Cash im §2,139,961.61 THE SAME GOES FOR N.S-F. 
State, county and municipal bonds........................ pee THE a things _ ctly can be said in th 
Public utility and other bonds....................0.0000ee 332,446.01 regarding the penalties of N.S.F. checks plac 
737,615.42 and overdrafts. Actually, any penalty Bnew 
First mortgage loans on real estate..............0.0.0.00e- 211,248.84 for N.S.F. checks should increase as the advs 
174,400.00 offenses increase; say 25 cents or 3) Bing, 
Peemiums in transmission... ......... 546,549.52 cents for the first offense; 50 cents to 
Accrued interest and other assets..............0.c0cceceeee 37,756.54 $1 for the second offense, $1 to $2 for the 
$6,698,723.06 third offense, etc., during any pr 
scribed period, the charge increasing sery 
LIABILITIES the number of offenses during the the 
Reserve for 200,000.00 Certainly the bank should impose rel 
N.S.F. charge against an overdraft for Bin] 
$5,189,732.67 every day that the overdraft remains 0 the 
$650,000.00 the books. It is defeating its own objet pai 
858,990.39 if it makes a charge for N.S.F. checks 0 
Surplus as’ regards policyholders.......ccccccccceees 1,508,990.39 which it returns but fails to make é has 
charge for N.S.F. checks which it pays lea 
The customer’s offense has ha 
same in both cases and the mere 
AMERICAN MOTORISTS INSURANCE COMPANY that the bank has favored the custome Ilse 
EN by paying the item does not mitigate we 
y of Kemper Cnswrance the customer’s responsibility even to he 
gem, Home Office: Sheridan at Lawrence, Chicago, U. S. A. the extent of waiving the N.S.F. charge. m 
All these points are of importance an 
when considering those charges which 80 
in reality are penalty charges. q 
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There Are Millions of Peter Mallers 


a series of small folders entitled 
Our Depositors, the Harvard 
Trust Company of Cambridge, Massa- 
chusetts, develops a constructive pro- 
motional idea. 

Fach folder tells a brief story about 
a typical—though of course hypotheti- 
cal—depositor. The theme, broadly, is 
America. Here, for example, is the sketch 
of “Peter Maller”: 

“Tf you should see Peter Maller in 
the bank, and he comes in often, you 
would hardly put him down as being a 
stockholder in a dozen corporations. 
Even should you be acquainted with 
him, you might not suspect it. Mr. 
Maller is a veteran employee of a local 
manufactory for which he recently 
completed 50 years of service. He is a 
skilled craftsman, always has com- 
manded top wages in his trade and has 
saved a goodly share of his earnings. 
His savings have been largely invested 
in industrial and utility stocks and he 
holds shares in four of the largest cor- 
porations in America. 

“Peter Maller has seen a great change 
in American industry since he began his 
life work. He has watched such revolu- 
tionary inventions as the telephone and 
the typewriter change the very tempo 
of business operations. He has seen the 
products of his factory carried away in 
horse-drawn wagons and in airplanes. 
He has seen a tremendous development 
in the use of automatic machinery, dis- 
placing many trades and establishing 
new ones. He has enjoyed a continuous 
advance in wages and a steady shorten- 
ing of his hours of labor. 


THE GREATEST CHANGE 


“OF all the changes Peter has ob- 
served during his half-century of service 
the one which has most affected the 
lives of him and his fellow workers has 
been an economic one. It is happily 
reflected in the shares of stock reposing 
in Peter’s safe deposit box. He has seen 
the percentage of our national income 
paid to labor increased from less than 
50 per cent to over 80 per cent. This 
has placed the ownership of our 150 
leading business corporations in the 
hands of more than ten million people. 

“Thus Peter Maller not only has 
seen the United States become the 
wealthiest nation in the world, but also 
he has seen this wealth distributed 
more widely than wealth is shared 
among any other people on earth. In 
some countries, those who have ac- 
quired wealth have retained it for 
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personal use and have kept their work- 
men in a form of bondage. In other 
countries, workers are compelled to 
accept a low standard of living because 
of lack of capital. In the United States, 
the savings of our people and the earn- 
ings of our corporations are being con- 
tinuously reinvested through a banking 
system which permits wealth to be 
kept employed.” 

The series includes similar stories— 
editorials, they really are—on “Tony 


Rapucci”’, who has found the American 
plan of living quite satisfactory; “Isaac 
Rubinoff”, workman and a bit of a 
capitalist, too; “Mrs. Hillstock”, who 
knows that indirectly the bank is help- 
ing in her philanthropic work; “ Johnny 
McHale”, just out of high school; and 
““Mary Morgan”, who does not know 
there is any connection between the 
money she deposits for her employer, 
and the economic system that enables 
her to buy 39-cent silk stockings 


1863 
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For The Investment 


Of Bank Funds 


The First National Bank of Chicago 
maintains an active market in all 
issues of United States securities, 
buying and selling government 
bonds and short-term notes for its 


own account. 


The experience of more than seventy 
years and immediate contact with 
principal cities makes this bond serv- 
ice particularly valuable to banks. 


Inquiries by telephone, wire or mail 
are invited and a daily quotation 
sheet will be mailed on request. 


Telephone FRAnklin 6800 


Teletype CGO .. 


987 


The First National 
Bank of Chicago 
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POWER... 


EIGHTH WONDER... Niagara Falls is known the 
world over as a source of power. Few realize that 
Niagara Hudson’s steam-station, nearby on Niagara 
River, can generate more current than now produced 


by the American Falls. Experts see no limit to the 
future of low-cost, steam-generated power in steadily 
growing Western New York. There are Marine Mid- 
land offices in 11 Western New York communities. 


Photos from U.S. Steel Adv. 
PARK AVENUE, 1936... In New York City, the 
Marine Midland Trust Company offers upstate aid 
to metropolitan concerns, and is the New York bank 
of Marine Midland customers upstate. 


PARK AVENUE, 1906... This ugly welter of 
noise, railroad tracks, and soot, was New York’s Park 
Avenue at the turn of the century. In 1906, electri- 
city began its magic transformation as shown at right. 


NIGHT INTO DAY 
Night - driving accounts 
for 56% of all fatal acci- 
dents, 25% of total traf- 
fic. This model stretch 
near Schenectady is show- 
ing how electricity can 
make night-driving 
safer. Communities serv- 
ed by Marine Midland 
are bound together by 
New York State’s 27,000 
miles of paved roads. 


MARINE MIDLAND 
BANKS 


THROUGHOUT NEW YORK STATE 


Am NEW YORK CITY * BUFFALO * ROCHESTER + BINGHAMTON * NIAGARA FALLS + JAMESTOWN 

TROY * WATERTOWN * LACKAWANNA * LOCKPORT + OSWEGO * TONAWANDA * N. TONAWANDA 

BATAVIA * ENDICOTT * PALMYRA * JOHNSON CITY * MALONE * ALBION * AVON * MEDINA * SODUS 

EAST AURORA * CORINTH * ALEXANDRIA BAY - WEBSTER * MIDDLEPORT + SNYDER * CORTLAND 

Address inquiries to Marine Midland Trust Co., New York City or to Marine Trust Co., Buffalo. 
All Marine Midland banks are Members Federal Deposit Insurance Corporation 
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Banking Service 


_ ever-present problem with many 

banks is the cashing of payroll 
checks without disrupting regular bysj- 
ness and with the least inconvenience 
to other patrons. 

An eastern bank which handles from 
15,000 to 18,000 such checks each week 
has solved this problem in an unusyal 
way. In the main, the checks are those 
of employees of two large organizations 
whose paydays are Thursdays and Fr- 
days. It was found to be almost a physi- 
cal impossibility to handle satisfacto. 
rily this volume of work in the bank it- 
self during regular working hours. 

Fortunately, these two industrial 
plants are in one district, and it was de. 
cided to open a special office of the bank 
adjacent to the plants, for a few hours 
each week and for the sole purpose of 
cashing payroll checks. 

The bank owned conveniently lo 
cated premises which were vacant and 
easily adaptable to the purpose. Six 
tellers’ cages were erected on each side 
of a large room on the ground floor 
with direct access to the street. Down 
the center of the room was placed a long 
desk for use of the men endorsing their 
checks. A rear entrance was broken 
through to the street and a section par- 
titioned off immediately inside this door 
to regulate the flow of men into the 
lobby. The employees enter by this 
rear door, endorse their checks, form in 
queues at the tellers’ windows and leave 
by the front door. 

The office is opened at 4 p.m. o 
Thursdays and remains open until 7 
p.th. to accommodate the late shifts. 
Four tellers can handle the Thursday 
business, with necessary guards to reg- 
ulate traffic. An officer of the bank is 
always present. 

On Fridays the office is open from 4 
to 5.30 p.m.; the peak load is from 4to 
4.30 when 12 tellers are required to 
handle the work. The regular tellers of 
the bank are recruited from all the of- 
fices and augmented by department 
managers and other ex-tellers. The tell 
ers are paid overtime for this work. 

An arrangement has been made 


'with the two industrial organizations 


whereby they refund the total expens 
incurred in the operation of this part 
time branch office, including light, heat, 
salaries of tellers, wages of guards, cos 
of transporting cash, etc., proportionate 
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costs being worked out by the bank’s 
analysis department. 

These firms also carry complete in- 
qrance coverage against forgery, check 
alteration and other fraud; it is impossi- 
tlefor the tellers, working at top speed, 
o do more than use ordinary vigilance 
in cashing the checks. A system of em- 
ployee signature and countersignature 
as tried as an additional precaution, 
wt it was found unsatisfactory and 
jiscontinued. As a matter of fact, prac- 
ically no trouble arises from attempted 
fraud. 

Although this part-time office is in- 
ended solely for the cashing of payroll 
checks, the tellers are occasionally re- 
quested to accept deposits. Such items 
wre handled by the officer in charge so 
that there is no delay in the line-up; in 
igct, all matters which are likely to 
interrupt the expeditious cashing of 
checks, even for a moment or so, are 
immediately referred to the bank officer 
through one of the guards. 


AN AID TO ADVERTISING 


FROM an advertising point of view, 
the operation of this office presents an 
ideal opportunity for the distribution of 
the printed word relative to personal 
loans and other services of the bank, 
and much new business can be obtained 
in this way. 

In addition to these special office fa- 
cilities, the bank also cashes payroll 
checks at the main office for a number 
of smaller firms. The majority of these 
checks are presented on Fridays be- 
tween 12 and 1 p.m. For the purpose of 
cashing them a specially constructed 
booth has been set up at the rear end of 
the main office lobby on the officers’ 
side and away from the regular tellers’ 
cages. This booth resembles the cash- 
ier's cage at a movie theater, having 
glass panels in the upper section with a 
pigeon hole in front. A teller is on duty 
tere on Fridays from 12 to 1, and the 
oor guards refer all payroll checks to 
him, thus preventing any disruption of 
regular bank business. 

While the actual cost of maintaining 
the part-time branch office is carried by 
the two firms, as previously stated, this 
srvice and the special payroll facilities 
at the main office show no direct profit 
to the bank. However, the bank bene- 
its indirectly, first, by the avoidance of 
‘densely crowded lobby two days each 
week and the possible public miscon- 
‘tuction placed thereon, and secondly, 
by the substantial increased volume of 
dividual business it receives from cus- 
‘omers’ employees who unquestionably 
‘cept this bank as their bank for all 
mancial transactions. 
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What? Encourage Your Bookkeeper 


to Gamble? Of course Not... 


* 


USE LAMSON TUBES 
BETWEEN TELLERS 
AND BOOKKEEP- 
ERS FOR— 


1. Positive protec- 
tion on doubtful 
checks. 


2. Certification of 
checks. 


3. Securing cus- 
tomers’ balances. 


4, Notifying book- 
keepers of special 
deposits, etc. 


all 
THE CHECK! 


time your bookkeeper approves a 
questioned check without first VERI- 
FYING THE SIGNATURE as well as the 
amount, he is gambling according to strict 
definition. In other words, he “hazards 
something on a chance.” 


Lamson Pneumatic Dispatch Tubes provide 
the only high-speed system that permits dis- 
tant bookkeepers actually to see doubtful 
checks before they are cashed: They whisk 
checks, requests for balances and “special 
deposit” messages from tellers to bookkeep- 
ers and back again in the twinkling of an eye: 


Lamson Tubes keep papers and orders mov- 
ing, level out — and maintain an even flow 
of work in all lines of business—in banks, 
offices and factories: Inexpensive, too—you 
can install one short tube line or equip an 
entire building. 

Mail the coupon for the helpful booklet 
“Wings of Business.” Learn all about Lam- 
son’s newest types of Tube systems: 


LAMSON 


PREUMATIC TUBES 


Put Your Bookkeeper at your Teller’s elbow 


THE LAMSON CO., INC., Syracuse, N. Y. 


Send me a Free Copy of your Pneumatic Tube 
book, “‘Wings of Business.” 
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Nine Cubic Feet of Good Will 


N° banker will deny that the good 
will of local merchants and trades- 
people is essential to the success of any 
community bank. Here is an account of 
how one small town institution earned 
the endorsement of almost every store- 
keeper in town and, through them, con- 
siderably increased its prestige with the 
public. 

The bank’s idea was not unusual— 
that of displaying the wares of local 
merchants on the bank premises. How- 


ever, it overcame some handicaps and 
injected one or two new slants which 
added to the effectiveness of the idea 
as a good will builder. 

First, the bank had no display win- 
dows and little in the way of available 
lobby space. There was only one place 
in the lobby, to one side of the bank 
entrance and about four feet square, 
where a display could be placed. 

It was decided to have a cabinet 
made to fit into this space and to con- 


Old Republic 


Specializes exclusively in underwriting Credit 


Life Insurance against Personal Loans 


Old Republic Credit Life Insurance Company has pio- 
neered in adapting credit life insurance to the needs of 
banks with personal loan departments. Its simple, practi- 
cal plan is in successful operation in hundreds of banks 
throughout the country. 

Under this plan, the bank, the borrower’s family, and 
the endorser or co-maker are covered 100% on the unpaid 
balance of a personal loan in the event of death of the 
borrower. Yet it costs the bank nothing to install this plan, 
nothing to operate. 

This cost-free protection is, of course, the prime 
advantage to the bank. But the good will that results 
as a by-product of the plan’s operation, is of hardly less 
importance. For delay, embarrassment, and possible liti- 
gation to enforce collection, these are all avoided. Old 
Republic’s check to the bank settles everything. 

Because Old Republic has specialized exclusively in underwriting 
credit life insurance against personal loans, its counsel is of valuable 
help to banks contemplating entering the personal loan field. Inquiries 


will receive prompt and careful attention. 


Old Republic 


Credit Life Insurance Company 


309 West Jackson Boulevard - (Aicago 


struct it so that it would accommodate 
the greatest possible variety of wares 
One was designed and has proved to be 
quite satisfactory in this and every 
other respect. It stands 54’ high on a 
base 24” wide by 18” deep, the front 
sloping toward the top which igs 24” 
wide by 8” deep. The front, top and 
sides of the cabinet are plate glass and 
the removable back is mahogany, 
Around the base is a marble trim, 5” 
deep, to match the lobby walls, The 
cabinet is on casters for ease in moving 
to change displays, and has three glass 
shelves which can be regulated or re. 
moved to accommodate varying sized 
articles. The cost was $91 complete and 
has been refunded a hundred times in 
good will value. 


A DISPLAY CONTRACT 


WHEN received, the cabinet was placed 
in charge of a junior officer who in- 
mediately called on leading merchants 
with the offer of its facilities for one 
week’s free display of merchandise. The 
bank had a brief form of agreement 
multigraphed, expressly stating that the 
service was offered without charge, that 
the bank retained the right to reject 
undesirable displays and was not re- 
sponsible for loss or damage to goods. 

For a number of weeks, the use of the 
cabinet was restricted to the bank’s 
customers, and it was a master stroke 
when the service was extended to all 
storekeepers irrespective of their bank- 
ing affiliations. The bank was aston- 
ished with the public comment on its 
unselfish community effort and ob- 
tained considerable new business in 
consequence. 


LOCAL DEALERS ONLY 


IN two instances, the bank was ap- 
proached by national manufacturers 
who were willing to pay for the use o! 
the cabinet, one of them offering $5) 
per week for two weeks, but the bank 
confined the displays strictly to local 
people who were, of course, permitted 
to include nationally advertised goods 
in their displays. 

The bank used a small “box” in its 
weekly newspaper advertisement with 
the name of the firm displaying goods 
in the lobby that week, and inviting a 
inspection. 

All in all, this $91 investment 0 
good will has done more to increase the 
bank’s prestige in the community that 
any thousand dollars otherwise & 
pended. 
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Reach Future Customers Early 


NDOUBTEDLY, public ignorance 

of the fundamentals of banking 
was a main contributing factor in the 
ailure of hundreds of banks during the 
crisis, and we cannot expect or hope to 
regain fully the confidence of the public 
and take our old place in the life of the 
sation until that ignorance has been 
ispelled. 
= is a plan which will materially 
help in this direction, costs compara- 
tively nothing and can be operated by 
the smallest of banks. 

Visit the principals of your local 
gnior and junior high schools and ex- 
tend an invitation for classes of students 
to come to the bank each week for a 
tour of inspection and explanation. 
You will find them very receptive to 
the suggestion. Stipulate that there 
should not be more than 20 students 
toa group and that they be accompa- 
nied by one of the faculty. Have them 
attend immediately after closing time 
on any quiet day or days. 

They should be received by an officer 
of the bank who has an engaging per- 
sonality and should make the tour under 
his guidance. Where convenient, have 
the president of the bank give a brief 
word of welcome. 


BE BRIEF AND CLEAR 


STARTING with the tellers’ cages, ex- 
plain the work of the teller and how 
he handles his cash, deposits and checks. 
Making your story as simple as possi- 
ble, graphically describe the passage of 
items through the various departments 
as you come to them and briefly explain 
the purpose of each operation. Keep 
away from detail and do not forget 
to be extremely clear in your explana- 
tions, 
_ You will find the greatest interest 
is taken in the mechanical appliances, 
burglar alarm, tear gas system, auto- 
matic signature device, bookkeeping 
machines, inter-office phones, etc. Dem- 
onstrate as many as possible. The vault 
sundoubtedly the chief center of inter- 
st. Explain all the details—construc- 
lion of walls, weight of door, time 
locks, vault ventilation and alarm con- 
nections. Have a student close and 
open the door, emphasizing the weight 
as he or she swings it. Show your cash 
‘serve and allow one or two students 
to hand a $1,000 bill. 
onstrate the double lock system 

on the safe deposit boxes and explain 
the system, 

In the bookkeeping department, have 
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an expert operator post some items and 
briefly explain what the machines can 
do. Do not forget the night vault which 
always arouses interest. In brief, make 
the tour as graphic as possible and pass 
along to another department immedi- 
ately you detect lagging interest. 

After not more than a 15 or 20 minute 
tour, wind up in the board room where 
you should give the class a few min- 
utes’ talk on the place of a bank in a 
community, emphasizing how it uses 


depositors’ money and why it cannot 
liquidate all its assets without disrupt- 
ing all local business. 

Added interest can be injected by 
offering a weekly prize of, say, five dol- 
lars for the best essay on their impres- 
sions of the visit. If you run an essay 
contest, obtain a photograph of each 
winning student and ask the newspaper 
to publish it each week, if possible with 
a copy of the winning essay or an ex- 
cerpt from it. 


Long experience, 
geographic location 
and a nation-wide network 
of correspondent banks 
make 
Continental Illinois 
collection service 
synonymous 


with speed and efficiency 


CONTINENTAL ILLINOIS 
NATIONAL BANK 
AND TRUST COMPANY 
OF CHICAGO 


231 SOUTH LA SALLE STREET 


Member Federal Deposit Insurance Corporation 
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Control of Savings Withdrawals 


By E. C. HARWOOD 


part of the banking system, their method of operation 

is such that they actually have no part in making 
possible a period of credit inflation. The commercial banks 
alone have the ability to create purchasing power by credits 
to individual checking accounts. The depression period which 
invariably follows an inflationary business boom creates 
serious problems for the savings banks. Furthermore, when 
there is any danger that inflation, with accompanying rising 
prices, may reach unusual proportions, the savings banks 
may be faced with serious problems even during a period of 
prosperity. This occurred in France and in Germany during 
the depreciation of their currencies. 

On the face of it, the position of a savings bank is anoma- 
lous. Its contract with the depositor virtually calls for pay- 
ment of the entire deposit on demand, in spite of the fact 
that the bank’s assets are nearly all long term investments. 
It has been suggested that the savings banks might well 
make some commercial loans in order to be in a better posi- 
tion to meet sudden withdrawals. However, this is wholly 
undesirable. 


A part of th the savings banks are regarded as an integral 


CHANGE ASSETS OR CHANGE LIABILITIES? 


OBVIOUSLY, the problem facing the savings banks might be 
handled along either of two general lines. One method would 
be to change the assets to fit the liabilities, and the other 
would be to change the liabilities in order to fit the assets. 

Although the proportion of investments in mortgages as 
compared with holdings of high-grade bonds varies sub- 
stantially in the different states, and even from bank to 
bank, it hardly seems reasonable to suppose that any drastic 
readjustment of the percentage now existing should be re- 
quired. During the past few years, more attention has been 
given to the amortization of real estate mortgage loans. This 
has unquestionably resulted in improving the status of these 
assets. However, amortization should not be adopted blindly 
and within too short a period for any particular loan. It is 
believed that many real estate mortgages for which provi- 
sions have been made to amortize over a period of 10 years 
might with equal soundness have been extended over a period 
of from 20 to 30 years. The important thing is to keep the 
first mortgage loan at a reasonable percentage of realizable 
value. 

After all that may reasonably be expected has been done, 
so far as improving the assets is concerned, there still re- 
mains the problem of meeting what are virtually 100 per cent 
demand liabilities. The legal 30- or 60-day postponement 
which is authorized in the various states is a snare and a 
delusion. Any bank which invoked it would find itself flooded 
with notices, and at the end of the period of grace might be 
in a worse position than if it attempted to meet all current 
withdrawals on demand. That this is the case is generally 
realized by savings bankers. 

There are various alternative solutions which might be 
adopted. All of them recognize the fact that the demand 
feature of the liabilities is not a vital part of the contract 
from the viewpoint of most depositors. Several schemes 
which might be adopted to alter the present situation are 
available. 
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It is obviously important that the smaller depositors have 
the privilege of withdrawing their funds in full, Any minor 
emergency may exhaust their entire resources. This is not 
the case, however, with the larger depositors. Therefore it 
would perhaps be feasible to revise the deposit agreement s 
as to provide that deposits less than some minimum amount 
say $200 or $300, might be withdrawn on demand, but that 
any excess over that amount could be withdrawn only ong 
percentage basis. 


LOAN VALUE CAN BE PROVIDED 


THE percentage withdrawal basis might well provide that 
not more than 5 per cent of any deposit could be withdrawn 
during any calendar month, after the first $200 or $300 had 
been removed from the account. In order to avoid undue 
hardship for some depositors, it would be desirable to provide 
a loan value up to say 80 or 90 per cent of the deposit re- 
maining after any withdrawals had been made. A fairly high 
interest rate on such loans would discourage them as a 
general rule. 

Another possible method of adjusting liabilities would be 
to offer deposit certificates maturing at three months, six 
months, one year, and at varying intervals up to 10 years in 
the future. These might well carry a somewhat higher rate of 
interest than deposits subject to withdrawal on demand. It 
should be practicable to offer such certificates in units of 
$100, or perhaps $500. It might even be desirable to require 
all savings deposits above a certain minimum amount to be 
in this form. 

For obvious reasons, it would also be desirable that the 
deposit certificates have a loan value. In view of the fact that 
some of the maturities might be several years in the future, 
not more than 80 per cent of the face value of the certificates 
should be available, and, of course, a fairly high interest rate 
should be charged with the object of discouraging such loans. 

Still another method which might be employed would be 
to permit withdrawals on demand up to a certain minimum 
amount, say $300 or $500. Any depositor who desired to 
withdraw a sum in excess of that amount might then be 
limited to withdrawals at the rate of $100 per month (or 
some other appropriate amount). 


DEPOSITORS WILL ASK THIS 


TO each of the above mentioned suggestions one important 
objection will perhaps be made. Many depositors might 
dislike deposit contracts which forced them to leave a sub- 
stantial part of their deposits in the bank during an extended 
period of time. The question would be asked, “How can we 
get our funds if some personal emergency makes it necessary 
for us to obtain them, assuming that we need even more 
than the loan value?” me 
This objection does not raise an insurmountable barrier n 
the path of any one of the three plans. It would be possible to 
incorporate in the deposit agreement a provision that the 
depositor might, if he so chose, sell to the bank his passbook 
or certificate of deposit, and the bank might well agree ( 
purchase it at a fair value, taking into consideration an) 
special circumstances existing at the time, such as a de- 
pressed bond market, or other unfavorable conditions. 


BANKING 


THIS IS THE STORY OF A BANKER 
WHO MADE A LIFE-LONG DREAM COME TRUE 
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1. It was back in the days when the motor car was young 2, Asthe years went on, I never forgot that early resolve. 
that the dream took shape in my mind. I promised my- 


self that when I grew up and had made my mark in the 
world, I, too, would ride around in a Packard. 


5. “The small car I used to drive more than 
covered the down payment on this Packard. 
I’ve never driven a car that cost less to run. 
And my monthly payments are only a little 
more than $30 a month.” 


I did well enough in life, but my obligations seemed to 
mount with my income. So I tried to put Packard out 
of my mind and be content with lesser cars. 


6. Well, that drive home with Tom certainly opened my eyes. Shortly 
after I went to a Packard showroom, drove a Packard, and got the 
thrill of my life! And they showed me actual figures which proved 
that the Packard Six, for example, costs little more to own and 
operate than the cheapest car you can buy. 
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3, Oddly enough, one of my employees 4. “Tom,” I said, “you must be a better manager than I am. I’ve 
helped me to realize my dream. He offered never felt I could afford a Packard.” 


torun me home, and I could hardly believe “T don’t see how you can say that, Mr. Ryan,” he replied. “Why, 
my eyes when he drove up in a Packard. this Packard Six is a cinch to own.” 


And remember... 
every Packard has two lives 


ONE OF THE MOST vital points to remember about the 
new Packard is that it has not one life, but two. 


First, long mechanical life. You can keep your Packard 
for years and it will still deliver new car performance. 
It will still have ready acceleration, velvet-smooth brak- 
ing, and delightful ease of control. The car is built to 
stay new — built to stay out of the shop. 


Second, long appearance life. Because Packard adheres 
to its famous radiator design, Packard motor cars have 
enduring identity. A Packard stays looking like a Pack- 
ard. Its long mechanical life is never cancelled out 
by lines that quickly lose their beauty and smartness. 


Why not take the first step to Packard ownership—without 
stirring from your home? On the next page you will find 
’ a coupon; simply fill it in and mail it to Detroit. Then 
\nd I've proved the truth of the old state- I fi 
ment, “You ar ff when you receive the facts, make up your own mind 
hot ow ee whether any other car in America has so much to offer you. 
own one? 


7. So today. Lown my Packard. I’m as proud 
a schoolboy with his first long trousers. 
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PACKARD OFFERS COM/ZETE 
QF FOUR FINE CARS 


THE PACKARD TWELVE --- THE SUPER EIGHT --+- THE ONE TWENTY THE 5s 1x 


Shown above is the Packard Twelve Touring Sedan for seven passengers 


Shown above is the Packard Six Touring Sedan for five passengers. 


Dorit guess about the cost of Packard ownership! Find out! 


CUT ON DOTTED LINE 


PACKARD MOTOR CAR CO., DETROIT, MICH., Dept. B 


“You are paying for a Packard 
—why not own one?” Get the 
actual facts, applying to your 
case, which prove it. Find out 
how easily you can own one. 
Absolutely no obligation. Fill 


in and mail this coupon today! 


| 


My present car is a 
(make) = (year) (model) 


Of your four cars, my choice would be a Packard Twelve, (  ) Packard Super 
Eight ) Packard 120( ) Packard Six ) (check one). 


How much would you allow me on my present car toward the purchase of the 
Packard checked above? 


Assuming that I prefer to buy my Packard out of income what, then, would be 
the required cash down payment, if any? 


How much would my monthly payments be? 


Name 
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Pocketbooks and Living Standards 


Washington, D. C. 
‘AL building construction in the United States is 
estimated to have reached a value of a little more than 
$2,900,000,000 in 1936 as compared with a little over 
$1,900,000,000 in 1935. The estimate for the current year is 
sound $3,500,000,000. In 1946 the construction of small 
homes led the advance and there is no doubt that home 
building will lead the advance in the current year. Small 
home construction is financed locally, for the most part, and 
in view of the anticipated expansion of business in this line 
it has become incumbent upon various lending agencies to 
give particular attention to the quality of home mortgage 
ans, not only with a view to increasing their more profit- 
able loans and rounding out their portfolios but also as a 
means of building up their communities. 

The practicability of bank participation in home building 
depends largely upon local conditions, both with respect to 
the banks and the class of clientele they are called upon to 
serve. Statistics of real estate loans held by Reserve mem- 
ber banks show that at present there is a rather marked in- 
crease in outstanding credit of this sort in the small country 
banks with comparatively little if any increase in mortgage 
loans held by banks in the larger cities, although some large 
city banks are known to be going in for this class of business. 


SHORTAGE IN A DEPRESSED MARKET 


THE situation is somewhat peculiar in the fact that, while 
there is undoubtedly a shortage of residential facilities in the 
country at large, there is also a depressed condition in the 
residential real estate market in most cities. Most of this 
property in distress is of a comparatively expensive type in 
the larger cities—too expensive to meet the requirements of 
most potential buyers—which at once explains why residen- 
tial property values are uncertain and why banks in many of 
the larger cities hesitate to enter the residential mortgage 
field. Much the larger proportion of the people of this coun- 
try live in rented quarters, and probably a large majority of 
these renters are anxious to own their own homes. An in- 
creasing proportion of them are disposed to move actively in 
the matter and most of them are disposed to turn to new 
construction if, as and when the latter is obtainable at a cost 
within the limit of their resources. 


THESE ARE POTENTIAL BUYERS 


SUBSTANTIALLY three-fourths of these renters pay rent 
of less than $50 per month, 42 per cent of them paying $30 or 
less. Potential buyers of and borrowers on both old and new 
construction lie chiefly within this group. Residential units 
and loans in the larger cities run to larger transactions in 
apartment house construction, which helps explain why bank 
loans on residential real estate are increasing in country 
banks rather than city institutions. 

No one knows even approximately what the present 
housing shortage really is. Opinions range all the way from 
$00,000 to 2,500,000 units as the present need. Widely vary- 
ing estimates represent differences of opinion as to what is 
ueeded rather than disagreement as to existing conditions. 
Evidently, if only the worst tenements and unit houses are 
to be done away with the smaller number of new houses may 
suffice. If a little better standard is established as a mini- 
mum requirement a larger number of new units must be 
April 1937 


constructed. Accordingly, from a practical standpoint, the 
inadequacy of housing in a community depends almost al- 
together upon the standard which may be set for that com- 
munity. Whatever may be a community’s ideals in housing, 
such standards are in fact determined almost entirely by 
the level of salaries and wages prevalent in the community. 


STANDARDS ARE A LOCAL MATTER 


AS a general rule it is considered unwise both for the pros- 
pective owners and for the financing agencies concerned to 
attempt to house a family in a unit costing more than twice 
the annual family income—some authorities being willing to 
go as high as three times the annual income in some com- 
munities and with some wage earners. Since 71.2 per cent of 
the families in the United States had incomes of less than 
$2,500 in 1929, according to a survey of the Brookings In- 
stitution, and now probably have less, the great mass of 
home construction will call for homes costing from $2,000 to 
$5,000, including land and buildings. Mortgage financing, 
accordingly, will be in comparatively small units. Naturally 
the whole program depends in large part upon the ability of 
builders and suppliers to get together on a plan of operations 
which will bring costs of construction low enough to meet this 
popular need. It is doubtful if any nation-wide home build- 
ing boom can be possible on the basis of present wage, ma- 
terial and other building costs, but this is largely a matter of 
local conditions. 


BUYERS WANT A GOOD DEAL 


AN unfortunate feature of the situation—one which merits 
the attention of lending agencies—is that for the most part 
potential home owners are demanding more than they are in 
a position to buy. People in general are reaching out for 
homes to as great an extent as at any time in the nation’s 
history, since the desire for economic security has been 
sharpened by the events of the past seven years. In only too 
many cases their ambitions are running far ahead of their 
pocketbooks, and public sentiment supports them in their 
demand for these higher standards. 

Another unfortunate result of this demand for so-called 
“modern conveniences” has been that in attempting to 
build low cost homes meeting all these requirements con- 
tractors and builders are forced to spend so much money on 
nonessential gadgets as to have little left for substantial 
construction. Some mortgage authorities have claimed that 
construction in many cases has been so poor that the homes 


will not outlive the mortgages under which they have been 
built. 


SEVERAL CONDITIONS MUST BE MET 


THE fact is, of course, that more is necessary than a mere 
need of and desire for homes on the one hand and, on the 
other, a willingness of banks or other lending agencies to ad- 
vance money for the purpose. Financing is possible only 
within the limits of safety and the requirements of safety 
limit the amount to be advanced. Not only must construc- 
tion costs be lowered but there must also be at least reason- 
able assurance of the steadiness of the buyer’s income. The 
prospect of widespread home building in final analysis rests 
upon the prospect of steady and increased wages and salaries 
and these depend upon conditions in each community. 
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The Easy-Going Customer 


F COURSE it is an old saying that 

a man tells his fears to his doctor, 

his doubts to his lawyer, but his hopes 
to his banker. We expect that and 
should be trained to cope with it. But 
when a customer promises to bring in 
an audited statement of affairs by a 
certain time and then fails to do so, and 
when this has happened two or three 
times—well, doesn’t it probably indi- 
cate that he is promising his customers 
deliveries or prices which he is unable 


to fulfill? And doesn’t this sort of thing 
lead to a general breakdown in confi- 
dence in the man and, sooner or later, 
to his bankruptcy? Easy promises, and 
inaccuracies. The two are bound to- 
gether. For instance— 

I have an acquaintance who is some- 
what of the “know it all” type. A few 
months ago he tried to tell me that a 
certain one of the “drive all three” was 
a hundred dollars less than the other 
two cars. I didn’t argue with him but 


INCREASED RESERVES 
...and DECREASED FLOAT 


The increase in Federal Reserve requirements 
makes it essential to speed up presentation of 
items and availability of funds. 


We offer three time-saving features: 


Night Transit service in which items are 
dispatched as well as received. 


Consistent use of air mail, to present items 
in distant centers the next day...8 hours to 
Jacksonville, 1514 to San Francisco. 


Direct sending of 75% of our Ohio items. 


May we show you by actual test how our 
_ transit facilities can save you time? 


THE 


NATIONAL CITY BANK 


OF CLEVELAND 


Resources in excess of $125,000,000 


Member Federal Deposit Insurance Corporation 


quietly got prices the next day and 
found, of course, that it was only a fey 
dollars cheaper—in fact in some model 
was actually dearer. Then a few weeks 
later he questioned my wisdom in driy. 
ing to a near-by city because, said he 
“it’s only $2.50 by rail—cheaper than 
driving.” Well—it’s $5.50 by rail. Then 
still later, he promised to get me : 
gallon of a certain type of anti-freez 
mixture at wholesale, “save you a 
least a dollar”. Well, I’m still waiting 

For, apart from the generally-met. 
with quality of honesty, this high qual. 
ity of reliability is the acid test. Beware 
of the man who can’t stand up under it! 


- NO “AFFILIATION” GOES 
I HAVE seen so many promising young 
fellows in the bank fall by the easy. 
going wayside. With plenty of ability 
with a nice appearance and counter 
manner, they nullify it all by gradually 
sinking into a casual attitude. Some, of 
course, have a casual attitude when, 
attired in a sweater and a pair of cor- 
duroys, they first appear and tell you 
of the course in business administration 
which they have taken and which has 
made them decide that they would like 
to “affiliate themselves” with a good 
bank. Phooey! I don’t want somebody 
to affiliate with—I want somebody to 
do a job of work! 
J. HS. 


R.F.C. DIRECTOR LAUDS 
INSURANCE 


Carroll B. Merriam, Kansas 
banker and director of the 
R.F.C., says no other impor- 
tant business “‘came through 
the depression with such clean 
hands” as did life insurance 
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Real Estate 
Maintenance 


BANKER was asked: How can 
a bank make sure that repairs to 
its own real estate are properly | 
made? He replied : | 

“Jf the bank or trust company has its | 
own real estate department which | 
handles property maintenance work, 
it should have one man whose duty is to | 
inspect all repairs in detail before ap- | 
proving the invoice for payment. This | 
procedure can very easily be followed 
out if on all smaller jobs the invoices 
are rendered in detail. For example, on 
iobs costing more than $100 at least 
three specifications should be issued, | 
sent to contractors, and the work 
awarded in most cases to the lowest 
bidder who is known to do satisfactory 
work. Upon completion, the job can be 
checked against the details of the 
specifications. 

“Tf the institution employs realtors to 
manage its properties, in most cases the 
office is capable of supporting an archi- 
tect or maintenance man familiar with 
awarding small jobs to reliable work- 
men, and, in the case of larger projects, 
drawing specifications, awarding con- 
tracts, and supervising the repairs. 

“If the repairs are to be enclosed, as 
in the case of moving partitions, relocat- 
ing plumbing, electrical work, or heating | 
installations, and it is not possible to | 
rely on the contractor’s grade of work, 
itis preferable to advise the contractor | 
at what points inspections will be re- 
quired; or a member of the real estate 
department should make a daily visit to 
each property that is undergoing re- 
pairs, | 


“ 


procedure is to place all real | 
estate acquired by the bank through 
foreclosure or otherwise into competent 
realtors’ hands for management. We | 
make a thorough investigation of the 
realtor so as to be sure of his qualifica- 
ons, inspecting various properties 
under his control, and making inquiries 
among other clients whose properties he | 


“We have set up in our real estate | 
department a system whereby trained | 
men are constantly looking for improve- | 
ments in the various types of replace- | 
ment and repairs. We make a close 
Survey of all new construction, and | 
keep informed, through periodicals and | 
joumals, about new methods and im- | 
provements recommended by various | 


tions, 
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tuthorities on materials and installa- 


JUDGE A LETTER BY ITS 


Wik 


HAMILTON BONE 


The first question to ask in judging a letterhead is: how WHITE is it? 
Judge Hamilton Bond by THAT standard, and you'll buy it. 


The second question is: does it feel rich? does it have a sturdy 
aristocratic crackle? And there you'll find Hamilton Bond unsur- 
passed, in spite of its low cost. Next, look to see how clean it is, how 
free from ugly specks. Lastly, judge how it takes type, typewriting 


and erasures. 


Actually this new Hamilton Bond is inexpensive ... no extra cost to 
print letterheads and envelopes on its whiteness, and other office 
paper needs on its twelve colors. Let your printer use Hamilton Bond 
from now on. Meantime, write for our new Hamilton Bond Portfolio 
and see 10 outstanding letterheads on America’s outstanding low- 
priced bond. 


W.C. HAMILTON & SONS, MIQUON, PA. 


Founded 1856 


Finer Papers for Business and Advertising 
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Look Well Before Hiring 


| the personnel office of one medium- 
size bank is a thoroughly capable 
clerk whose entire time is devoted to 
checking the records of prospective 
employees. 

“Tt pays,” explained the personnel 
officer, “to check an applicant’s every 
waking moment—from grammar school 
to the present. We insist upon the school 
record for two reasons. In the first place, 
the date of discontinuance at school 
or college furnishes the true and exact 


Correspondent 
Headquarters 


ATLANTA 


« FULTON 


} 


___ 


The Friendly 
NATIONAL BANK» 


ATLANTA, GEORGIA 


starting-point for the checking of the 
actual employment record. Secondly, 
we believe that teachers are a little 
more inclined to tell the whole truth 
about a given situation. For instance, 
if a schoolboy was sulky, non-coopera- 
tive, or just plain lazy, at least one of 
his former teachers will undertake the 
disagreeable duty of saying so. Too 
many employers would hide behind 
that all-inclusive generality, ‘reduction 
of personnel’. 


“Then, too, the school record can be 
relied upon in verifying an applicant's 
statement as to his age. In this day , 
private pensions, government Pensions 
and unemployment insurance, it ig gy. 
prising to note the number of employers 
who are piling up trouble for themselves 
by failing to verify statements as tp 
birth dates. For instance, at the time 
we instituted our private pension plan 
we discovered that nearly 10 per cent 
of our people were either older op 


, younger than represented on their Origi- 


nal employment applications. It took a 
great deal of time and money to straighten 
out those records; so now we insist upon 
the record being correct in the first 
instance. 

“ Having ascertained the date of final 
school attendance, we demand an mp. 
broken chain from that point to the 
present. If there is a three-month gap 
between jobs, that period must be ac. 
counted for by a reputable neighbor or 
business acquaintance. If it cannot be 
satisfactorily accounted for, the applica- 
tion is rejected. 

“All this takes time, and costs money. 
It pays big dividends, however, in the 
formation of a homogeneous, congenial 
working force, as well as the certainty 
that each of our people is worthy of the 
public trust imposed in him.” 


MARINE AFFAIRS 


Joseph P. Kennedy, formerly 

head of the Securities and Ex- 

change Commission, has been 

recalled to Washington to be- 

come chairman of the Mari- 
time Commission 
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RESOURCES EXCEED 
$400,000,000 


NATIONAL BANK 
OF DETROIT 


DETROIT, MICHIGAN 


Member Federal Deposit Insurance Corporation 
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COMMERCIAL LONI 


CoMMERCIAL ASSURANCE COMPANY, LTD. 
CENTRAL INSURANCE COMPANY 


*~ALATINE INSURANCE COMPANE LID. Dr 
CALIFORNIA INSURANCE COMPANY 
CHICAGO ATLANTA SAN FRANCISCO 


(STOCK COMPANIES) 
UNITED STATES RESOURCES AS OF DECEMBER 31, 1936 
As Filed With the New York Insurance Department 
Insurance 


Commercial Union Assurance 


Co., Ltd. (U.S.Branch) [$13,341,836 |$ 6,171,932 
American Central 

Insurance Co. 7,507,313} 2,765,486 
The California Ins. Co. 

of San Francisco ,500, 


The Palatine Ins. Co. 
Limited (U.S. Branch) 


LIABILITIES 


The Commercial Union Fire 
Ins. Co. of New York 


Union Assurance Society, 
(U. S. Branch) 


The British General Ins. 
Co., Ltd. (U.S. Branch) 


The Ocean Accident and 
Guarantee Corp., Ltd. 
(U. S. Branch) 


HOME OFFICES, ONE PARK AVENUE, NEW YORK, N. Y. 
Note: Included in the assets listed above for each of the companies are the values of the securities deposited 
with officials of various States. 
One of the Largest Fire, Marine and Casualty Groups in the United States 
A Bulwark of Protection to Insured and Agents 


These Companies Write Practically All Classes of Insurance, Except Life 
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SAFE, PROFITABLE 
EMPLOYMENT FOR 
SURPLUS FUNDS 


Loan opportunities — almost limitless under 
LAWRENCE SYSTEM Field Warehousing 


HE problem of placing maximum amounts of 
money at practically no risk can be met with great 
satisfaction to yourself through the aid of the Law- 
RENCE SysTEM of field warehousing. 
By this method, banks can increase borrowings of 
present customers and profitably develop new ac- 


counts which might be undesirable under other 
security arrangements. 


For information on any phase of LAWRENCE Sys- 
TEM field warehousing, consult Department B-7 of 
the nearest office. Free copies of the booklet “Ware- 
house Receipts as Collateral” are available on request. 


LAWRENCE SYSTEM may be used in connection 
with practically any commercial account. 
It assures banks these specific benefits: 
INCREASED LOAN VOLUME 
Security always adequate. Loans safely exceed 
open credit 100 to 300%. 
SELF LIQUIDATION 
Partial loan payments made as collateral com- 
modities released. 
ELIGIBILITY FOR REDISCOUNT 


LAWRENCE SYSTEM paper based on staple 
commodities acceptable at Federal Reserve. 


Creating Commodity Paper Against Inventory 
A. T. Gipson, President 


NEW YORK:52WallSt.* BOSTON: 49 Federal St.e BUFFALO: Liberty Bank Bldg. 
CHICAGO: One North LaSalle St.e KANSAS CITY, MO: Commerce Trust Bldg. 
SAN FRANCISCO: 37 Drumm Street * LOS ANGELES: W. P. Story Building 
FRESNO, CALIFORNIA: 2030 Anna Street * SPOKANE: 155 South Stevens 
SEATTLE: 1014 Fourth Ave. So.» PORTLAND, ORE: U.S. National Bank Bldg. 
HOUSTON: 601 Shell Bldg. * DALLAS: Santa Fe Bldg. * HONOLULU, T.H. 


CERTIFIED ON CHECKS...LAWRENCE ON WAREHOUSE RECEIPTS 
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New Business 


OW can a bank executive develop beginners for ney 
business solicitation? 


The practical way to answer that question is to tell 
how one bank executive did it. In his institution each novice 
in the new business department was taken through three 
development stages. 

He was first placed in the care of a mature and experienced 
“lead finder” whose duty was to furnish the names of likely 
prospects to the solicitors. From him the novice learned the 
various sources through which prospect names were obtained 
and later, working with the “lead finder”, read newspapers 
and periodicals, examined paid customers’ vouchers ang 
items in deposits, reviewed account files and other sources of 
leads, making separate records of his findings which wer 
subsequently compared with the “lead finder’s”. The be. 
ginner’s failures to discern leads as such were analyzed and 
explained until his powers of perception were heightened to 
the point where he could pass on to the next stage. 

Here the novice was under the supervision of a senior 
solicitor whom he accompanied on visits to customers and 
prospects to learn methods of approach, poise, dignity, how 
to close and how to pave the way for subsequent interviews, 
In short, he was taught “salesmanship”’. 

For some little while he took no active part in conversa- 
tions, playing the role more or less of an observer, but as his 
confidence and experience grew, he was encouraged to par- 
ticipate in these talks to an increasing degree. 

When the solicitor thought he was qualified, the developing 
novice made calls alone on persons whom he had already 
contacted with the solicitor, and also on others, dictating the 
results and findings of each interview in the prospect's or 
customer’s respective file. 

Next, asa junior solicitor, the man came under the immedi- 
ate guidance of the bank’s new business executive who daily 
reviewed his file reports and later discussed them with him. 
Here his solicitations were analyzed and he learned whether 
or not he had handled a specific case completely and com- 
petently. If his solicitation was incomplete in that he hadn't 
embraced all the avenues of potential new business, these 
avenues were pointed out to him. He was taught that certain 
of a prospect’s assets and liabilities have an equivalent in 
terms of bank service. Where his solicitation was incompe- 
| tently handled or information was difficult to obtain, direc 
tion was given for subsequent calls. ' 

He was taught to use letters of introduction and enlist the 
aid of mutual friends and acquaintances of the prospect and 
the bank to the best possible advantage. 

The executive, in reviewing reports of solicitations and 
discussing them in daily interviews with the solicitor, em 
| phasized any facts and conditions in a given case which 
showed potentialities for new business. 

_ To illustrate the effectualness of this new business exec’ 
| tive’s method, let us follow the thread of his constructive 
| suggestions through a hypothetical solicitation of John Doe, 
| a newcomer in the bank’s community. Doe’s file has been - 
| up by a “lead finder” who was informed by one of the banks 
| depositors that Doe had recently bought a residential pro 
erty. With this single fact to work on, the solicitor is expected 
to induce Mr. Doe to establish relations with the bank. Her 
is the way the solicitation is recorded in the bank’s files: 
Name: John Doe Address: 11 Pleasant Hill, Gi 
March 2: Mr. Doe has purchased residential property at 
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Novices 


above address for occupancy March 16, Mr. Call, realtor, our 
account, informs me. Lead-finder. 

March 16: Called. Mr. Doe was much occupied with get- 
ting settled in his new home and time was not opportune to 
discuss banking relations. Solicitor. 

March 17: Reviewed yesterday’s call with executive. 
Points out impropriety of my visit. Executive wrote note 
welcoming Mr. Doe to our community and invited him to 
visit bank. If Mr. Doe doesn’t by end of month, I am to call 
again. Solicitor. 

April 1: Mr. Doe did not visit bank. Called on him today 
and was cordially received. He is about 65 years old; retired 
merchant; wife and two unmarried daughters living with 
him. Shows evidence of considerable wealth. Bought prop- 
erty here at suggestion of Mr. and Mrs. Brent, old friends of 
his, our clients. We talked about all services our bank could 
offer. 

Says he hasn’t had a chance to learn anything about 
our institution, and for the present will continue with bank 
in city where he formerly did business. Solicitor. 

April 2: Reviewed yesterday’s call with executive. He says 
[should have left with Mr. Doe copy bank’s latest financial 
statement. Instructs me to write enclosing one expressing 
regret for not having brought one yesterday. Also to write 
Mr. and Mrs. Brent suggesting they, being so friendly to us, 
might wish to inform Mr. Doe at a propitious moment of our 
standing in the community, which I do. Solicitor. 

April 16: Mr. and Mrs. Doe called today. Introduced them 
to officers and showed them through the premises. They were 
quite impressed and commented on the nice things that Mr. 
and Mrs. Brent had said about us, adding they were obvi- 
ously true. They came to no conclusion about doing business 
here. Solicitor. 

April 17: Reviewed yesterday’s dictation with executive. 
Says I should have written Mr. and Mrs. Brent that, Mr. and 
Mrs. Doe had visited us, and thanked them for their efforts 
in our behalf, which I do. Solicitor. 

May 1: At Mr. Brent’s suggestion, Mr. Doe bought 100 
shares our stock. Trust Department. 

May 2: Upon reviewing yesterday’s dictation, executive 
said letter should have been prepared for president’s signa- 
ture, expressing our appreciation of his confidence in our in- 
stitution, evidenced by stock purchase. This has been done. 
Tells me stock purchase is evidence we are making progress. 

Solicitor. 

May 27: Mr. Doe called and opened checking account and 
rented safe deposit box. Solicitor. 

May 28: Mr. Brent called. He learned from Mrs. Doe 
that Mr. Doe had started doing business here. Quite elated. 
Thanked him cordially for his efforts. Solicitor. 

May 29: Reviewed yesterday’s dictation with executive 
who inquired if I had informed trust department that Mr. 

had opened with us. I had not, but have done so since. 
Solicitor. 

June 20: Mr. Doe came in today and I asked Mr. Wills of 
our trust department to join us. He succeeded in inducing 
Mr. Doe to name us as executor under his will. I think we 
may be able to get a custodian or investment management 
account later on. Solicitor. 

June 22: Reviewed yesterday’s dictation with executive 
who says to assign prospect to Mr. Wills for further develop- 
ment. This has been done. Solicitor. 
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Depreciation 
Lessened.. by 
Metals that 


UST-PROOF products. ..such as Copper or Brass 
R water pipe, Everdur Metal hot water tanks, Copper 
sheet metal work, Bronze screening, etc....are of mate- 
rial assistance in maintaining the original value of a 
house. Because of their exceptional durability and long 
life, they minimize depreciation. Thus, they provide 


mortgage money with an important factor of safety. 


Anaconda “22 
Copper & Pras 


THE AMERICAN BRASS COMPANY 


General Offices: Waterbury, Conn. Offices and Agencies in Principal Cities 
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WE'VE 


DEVELOPED A PAPER WHOSE 


CAN BE JUDGED BY ITS 


With hundreds of brands of Bond 
and Ledger Papers on the market . . . 
with thousands of claims for perman- 
ence, strength and “quality” confusing 
the buyer . . . maybe we’re crazy to 
take the mystery out of buying busi- 
ness papers . . . to offer papers whose 
permanence can be judged by their 
strength! 


This is a new departure in paper- 
making. To a group of old-established 
and well-liked Bond and Ledger Papers 
we have applied new processes and 
new raw materials, putting them far 
ahead of ordinary standards. We found 
a new paper-making material to blend 
with the steel-like strength of rag- 
fibres, resulting in the manufacture of 
papers that can eventually be worn 
out, but not ruined by age. 


WHAT IS PERMANENCE 
IN PAPER? 


There are two kinds of permanence 
in paper. One in Active-Permanence, 
which is resistance to wear-and-tear 
and handling -- paper in action. The 
other is Passive-Permanence, which is 
resistance to age-deterioration. Until 
Permanized Papers were developed, the 
buyer had his choice of paying for ex- 
cess strength to get Passive Permanence, 
regardless of the amount of handling 
that paper would receive; or of buying 
a paper whose strength was suitable, 
but whose ability to remain usable 
through the years was a question. 


4 


THE SAFE, MONEY-SAVING 
RULE FOR PAPER-BUYING 


Permanized Papers are based on a 
new principle. Although they are made 
in several degrees of Active-Perman- 
ence like ordinary rag-content Bonds 
and Ledgers, they are all completely 
Passive-Permanent, because they are 
made with Solka-Durapulp instead of 
ordinary non-permanent pulp. Years 
have little, if any, effect upon them. 
This means that you can buy impor- 
tant-form papers on one simple rule: 
“When a Permanized Paper is strong 
enough, it is Permanent!” 


A PAPER THAT IS IDEAL 
FOR BUSINESS USES 


Because Permanized Papers cost no 
more than ordinary rag-content papers, 
they are ideal papers for all business 
uses. Not only ledgers, cost and opera- 
tion records, legal documents, etc., can 
be bought to advantage, but Perman- 
ized Papers are ideal for letterheads. 
They are beautiful, impressive, digni- 
fied -- and their unique quality of com- 
plete Passive-Permanence makes your 
letters permanent documents, if a 
contingency occurs where permanence 
is important. 


Send today for samples and a new 
book “A New Idea” that gives you 
complete information on Permani 
Papers, and sensible buying-sugges- 
tions. Just fill out and return the cou- 
pon ~- or attach it to your letterhead! 


| Wurttnc-PLover Paper Co.,StevensPoint,Wis. 


Send me your new book and other information § 


10 BONDS-3 LEDGERS 


Employees 


had very little difficulty 
with the salary assignment prob- 


lem since adopting a definite Policy 
with regard to it,” said the personnel 
officer. 

“First off, we decided that a man who 
cannot satisfactorily handle his own 
financial affairs certainly is in no posi- 
tion to handle those of other people. 
Simply acquainting our clerical staf 
with this viewpoint did much to bring 
the matter under control. After all, the 
average Man or woman is a rational 
human being; he recognizes right from 
wrong when he sees it. 

“But there is always the fellow who 
takes a chance on meeting the payments 
for a new car, refrigerator or what-not. 
And, every once in a while, the baby 
takes sick or perhaps someone else in 
the family is rushed to the hospital for 
an emergency appendectomy, the re- 
sult being that luxury payments are 
necessarily discontinued, and the gar- 


_nishee or salary assignment follows. 


“When that unwelcome legal docu- 


ment is delivered to my desk, I try to 


keep calm about it. After all, there are 
two sides to almost any story. 

“For instance, there was the $100-a- 
month porter who was garnisheed for 
nearly $200. That turned out to be 
merely another case of a tenant who 
simply broke his lease for what he con- 
sidered good cause. Morally, he was 
right; legally, he had not a leg to stand 
on. We helped him work out that gar- 


|nishment—20 long months at $10 a 


month. 

“But the fellow who has signed a 
power-of-attorney or a salary assign- 
ment, thinking it was just a receipt, or 
the one who is simply way over his head 
without a shadow of excuse—he is some- 
thing else again. 

“T simply give him three days, per- 
haps a week, to bring me a satisfaction 
of the judgment, or a receipt in full. 
I do not fire him, for the simple reason 
that, once he has sweated over this 
matter, he will not be likely to risk a 
repetition. 

“The point is that, except on rare 
occasion, we refuse to do the ‘sweating’. 
It is no part of an employer’s contract 
or duty to be dragged into monthly 
collections for the benefit of an em 
ployee’s creditor. By simply refusing to 
be used as a collection agency, we reduce 
this nuisance to a minimum.” 
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MAYBE WE’RE CRAZY TO BE SENSIBLE) Debt-Harasseq 
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THE WORLD OVER 


Though you sail the Seven Seas, you can still 


rations the world over specify “La Monte” for 


Checks, Drafts, Letters of Credit, and all 


types of Negotiable Instruments. Such wide- 


spread recognition is a reliable indication 


of the effectiveness and scope of La Monte 


service during the past 66 years. » » » ~» 


GEORGE LA MONTE & SON 


La Monte Safety Papers are specified by 78 of the nation’s 
100 largest banks. 


Nutley ..... . New Jersey 
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The Carneys Wanted a Vacation 


“(OOD morning, Sir,” said John Wil- 

liams, cashier of the First Na- 
tional Bank, greeting the man at the 
rail. “What can I do for you?” 

“T would like to borrow some money 
which I can pay back in monthly in- 
stalments. I saw your ad in the news- 
paper.” 

“Well!” said John Williams. “That’s 
what the bank is in business for. Won’t 
you come in?” Opening the rail gate he 
led the prospective borrower toward his 


desk. ‘Now, let’s see, Mr. 

“Carney is the name, Eric A. Car- 
ney.” 

“Thank you, Mr. Carney. How much 
were you thinking of borrowing?” 

“Well, I would like to borrow $300 
and pay it back at the rate of $25 a 
month, like your ad here says.” 

“T hope we can arrange it for you, 
Mr. Carney. You understand, of course, 
that the bank has to ask you a number 
of questions first so as to find out 


— 
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FOR OUT-OF-TOWN 
BANKS 


a Chicago connection ts 


offered here 


@ Correspondents, like other clients of The Northern Trust 
Company, soon come to appreciate their friendly relation- 
ship with this 47-year-old institution. They find that facil- 
ities here are modern and complete... that their individual 
affairs always receive the close, personal attention of the 
officers whenever matters of more than routine importance 
arise. Other out-of-town banks in search of a Chicago 
connection are invited to make inquiries. 


THE NORTHERN 
TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND MONROE STREETS, CHICAGO 


Member Federal Deposit Insurance Corporation 


whether, in its opinion, borrowing this 
money would be a good thing for you 
to do. The bank is always anxious to 
lend money if it feels that it is to the 
best interest of all concerned. What 
were you thinking of borrowing the 
money for?” 

“Well, Mr. Williams, my wife and] 
have wanted for a long time to see the 
western states. We have read so many 
advertisements to see America first and 
we have had friends who have driven 
out to California. We thought we 
would like to take six weeks and go out 
there.” 

“What is your business, Mr. Car. 
ney?” 

“T am a molder in the Acme Brass 
Foundry.” 

“Oh, yes. The brass foundry has 
been quite busy this Spring, has it 
not?” 

“Yes, it has,” answered Mr. Carney. 

“Will they be able to spare you?” 

“Oh, I can quit for six weeks and get 
my job again when I come back. I feel 
quite sure of that.” 

“How much have you been making a 
month, Mr. Carney?” 

“Tt runs from $160 to $185 a month, 
depending on how much overtime I put 
in.” 

“Do you own your own home?” 

“No, we rent. I’ve never been able 
to figure that it was a good thing to 
buy a home, because there are only my 
wife and myself. I’ve seen so many 
men who bought a home and then lost 
it for some reason or other—either be- 
cause they moved and had a hard time 
selling it or because they couldn’t keep 
the payments up. They found they 
spent more than if they had rented.” 

“How much rent are you paying, Mr. 
Carney?” 

“$55 a month.” 

“Furnished or unfurnished?” 

“Unfurnished.” 

“Then you have the gas, electricity, 
water and heat to pay for in addition 
to the rent, is that right?” 

“Yes, that’s right.” 

“How do you know you could get 
your job back at the foundry if you left 
for six weeks? Have you said anything 
about going?” 

“Oh, no, I haven’t told them yet but 
I am sure I could get my job back. I've 
worked for them for two years.” 

“Where were you before that?” 

“Well, I came here from Chicago, 
but I had been out of a job for about 
eight months.” 
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“Do you have any stocks or bonds or 
veal estate of any kind, Mr. Carney?’ 

“No, I don’t.” 

“You just own your automobile and 
household furnishings?” 

“Yes,” 

“ Are they all paid for?”’ 

“Well, the car isn’t quite paid for 

” 
} ie much are you paying on your 
car?” 

“$98 a month.” 

“How many more payments have 
you to make on it?” 

“Six”? 

“Do you owe anything on the furni- 
ture?” 

“Yes, we bought a new refrigerator 
on the instalment plan and have about 
seven more payments on that, but they 
are only $8 a month.” 

“You know, Mr. Carney, the bank 
is anxious to lend money, but it is not 
lending its own money. It is lending the 
depositors’ money. By-the-bye, Mr. 
Carney, are you a depositor here?” 

“Well, my wife has a Christmas 
savings account, and she’s putting $1 
a week into it, but we have no other 
account. The ad says that we don’t have 
to be a depositor in order to borrow.” 

“You don’t,” answered the cashier, 
“but let us sum up this request of 
yours and see if we think it is really a 
good thing for you to do. In the first 
place, you want to borrow money 
merely to take a pleasure trip, which is 
avery good thing to do if one can afford 
it. But in order to take this pleasure 
trip you would have to quit your job, 
with no certainty of getting it back 
when you returned. Also, your average 
monthly income is about $175. You are 
paying $55-for rent a month and at 
least another $10 a month on the aver- 
age for gas, light, heat and water. So 
that leaves $110. Out of that $110 you 
are today paying $28 for car payments, 
which you will have to continue for an- 
other six months, and $8 a month for a 
refrigerator. That only leaves $74 a 
month for groceries, clothes and recre- 
ation, to say nothing of niedical atten- 
tion, drugs or other things which are 
liable to come up. Don’t you really 
think, Mr. Carney, we would be doing 
you an injustice if we saddled you with 
this extra obligation?” 

“Well, I had never looked at it that 
way, but it would seem that it is going 
to be pretty hard to pay $25 a month 
out of $74, wouldn’t it?” 

“Even if the reason for your request 
had been some emergency like sick- 
ness,” continued Mr. Williams, “we 
would have found it pretty hard to lend 
you this amount of money. Don’t you 
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think that you ought to try to reduce 
your rent? There are lots of houses 
which can be procured for less than you 
are paying which, for rent alone without 
heat or light, is over 34 per cent of your 
income. Please understand me, I am 
not trying to tell you your own busi- 
ness, but after all, it always makes it 
hard when we saddle ourselves with too 
great an overhead. I certainly would 
advise you to give up this trip.” 

“Maybe you are right, Mr. Williams. 
Maybe we can’t afford it right now. 
What about the time when we have the 
car and the refrigerator paid for? We 
don’t owe any other money.” 


“Well, see if you can’t reduce your 
overhead expenses too, and build up a 
few dollars of surplus. You say you 
don’t want to buy a home, but that 
might be one way of reducing your 
rent. Houses can be bought on very 
advantageous terms today.” 

“Thank you very much, Mr. Wil- 
liams. T’ll talk these things over with 
my wife. I think perhaps you are right 
and that we shouldn’t borrow it now. 
Goodbye.” 

“Goodbye, Mr. Carney. Come in and 
see us again. The bank is always glad 
to see you and help you on any of your 
financial problems.” 


Reserve District. 


direct routing. 


FEDERAL 
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An outstanding feature of Mercantile- 
Commerce service to correspondents is 
the DIRECT collection of items to 
practically all points in the Eighth Federal 


The advantages of prompt presentation are 
obvious; and today, perhaps more than 
ever before, bankers realize the value of 


Such service has been specially developed 
at Mercantile-Commerce. It will pay you 
to investigate this important aspect of a 
correspondent connection with this bank. 


Mercantile-Commerce 
Bank and Trust Company 


Locust ~ Eighth ~ St. Charles 
St. Louis 


DEPOSIT 


INSURANCE CORPORATION 
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Service Charge Salesmanship 


incon president of a country bank, 
much harassed by objections from 
depositors whose accounts had been 
charged a monthly maintenance fee 
when balances averaged below a stip- 
ulated amount, appeased his depositors 
in a manner that not only explained 
and publicized the necessity of such 
levies, but also paved the way for im- 
posing additional charges for other types 
of service rendered. 

Realizing that he and other members 


of his official staff were making slow 
progress in educating either stockhold- 
ers or depositors, the president enlisted 
the aid of an official of a° prominent 
bank in a not too distant financial cen- 
ter. This banker accepted an invitation 
to address a dinner of the president’s 
stockholders, using service charges as 
the theme of his talk. 

In his discourse at the dinner, the 
visiting official revealed that with the 
trend of bank expense upward and earn- 


COMMERCIAL ¢ CHECKING 


" 


SAVINGS @e TRUSTS 


... people are important" 


We've always worked on the principle that peo- 


ple are important. Sounds pretty simple, doesn’t 


it? But under the pressure of modern business 


life, too often the personal element is crushed 


under scurrying feet — impatient, thoughtless, 


bound nowhere in particular and in a big hurry 


to get there. Our correspondent banks know 


this of us: that on our busiest days, we have 


plenty of time for “people.” They’re important. 


LAURANCE ARMOUR 
President 


AMERICAN NATIONAL BANK 


AND TRUST COMPANY 
of Chicage 


LA SALLE STREET 


AT WASHINGTON 


Member Federal Deposit Insurance Corporation 


ings on the decline, sound bank man. 
agement was imperative. He Pointed 
out that the rendering of Services 
gratuitously or at a loss could, by no 
stretch of the imagination, be consid. 
ered an indication of sound manage. 
ment, and that it was not in the best 
interests of stockholders and depositors, 

Much to the enlightenment of the 
dining stockholders, the visitor ana. 
lyzed a typical customer’s account. 
Starting with the gross balance he 
treated uncollected funds, reserve re- 
quirements, gross earnings, items of 
expense, working down to the final 
answer of profit or loss. In the instance 
of an unprofitable account, he explained 


| that a bank properly managed had no 


alternative but to require the depositor 
either to increase balances to a point 
where earnings therefrom were sufficient 
to defray the expenses and leave a fair 
margin of profit, or impose service 
charges with the same objective in 
mind. He added that any bank selling 
service unprofitably over an extended 
period of time was moving toward 
possible failure. 

The speaker continued by telling 
the stockholders what his own bank 
in the city was doing, mentioning vari- 
ous kinds of charges it imposed when 
necessary and also the passing on to 
customers’ accounts of all out-of-pocket 
expenses such as the cost of imprinted 
and special type checkbooks, registered 
mail, postage and insurance, out~f- 
town telephone calls, and the like. 

In concluding, the speaker stated 
that in some localities, associations 
comprised of banking institutions had 
made it mandatory for members to 
impose charges for certain types of 
services. 


THE AUDIENCE AGREED 


WHEN the visiting banker had fin- 
ished speaking, the president addressed 
the stockholders, inquiring first if any 
had doubts as to the necessity of service 
charges. On receiving a negative an- 
swer, he stated that they, the stock- 
holders and depositors, could render 
their bank an invaluable service by 
conveying what they had just learned 
to other depositors as opportunity per- 
mitted. 

The town newspaper next day car- 
ried a front page story on the events of 
the evening, printing the text of the 
visiting banker’s speech and thus aiding 
immeasurably in informing the public 
of the necessity for service charges- 
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Combating 
N.S.F. Checks 


ERE is seldom any excuse for a | 


customer drawing a check which 
ibsequently must be returned marked 
“insufficient funds”. But, as Mark 


Twain said of the weather, a great many | 


bankers never do anything about it. 


some states have laws making the issu- | 
ance of such checks a criminal offense, | 


but these are only partly effective be- 
cause the majority of people are reluct- 
ant to prosecute. They would rather get 
the check “fixed up”. Nor are the small 
charges that some banks assess against 
such checks effective, because they give 
the customer the impression that he is 
paying for his overdrafts and hence 
overdrafts are a kind of right. 


NO MATTER WHOSE ACCOUNT 


RECOGNIZING this, some banks are 
tuming to hard and fast rules as the 
only way to rid themselves of the evil of 
the short check. Thus, one institution, 
whenever one of these items shows up 
against an account, regardless of how 
long the account has been in the bank or 
any other circumstance surrounding it, 
writes the customer advising him that it 
has been forced to return one of his 
items because of insufficient funds and 
informing him in civil, but unmistak- 
able terms, that if such a thing happens 
again it will be forced to close his 
account. 


THE TACTICS WORK 


THIS is not an idle threat, for that is 
exactly what the bank does and the 
cond time an insufficient funds item 
appears, a cashier’s check is drawn for 
whatever balance remains in the cus- 
tomer’s account and is mailed, along 
with a formal note, advising that the 
account has been closed. These hard- 
boiled tactics have virtually eliminated 
insufficient funds items from the bank’s 
experience and, in addition, good will 
toward the bank by the general public 
has apparently been increased. In sup- 
port of this contention it is pointed out 


that a bank that allows its customers to 


sue short checks is actually helping 
those customers to make themselves a 
iuisance to the merchants and others 
who take their paper. Hence by stern 
measures against careless check writers, 
the bank is in effect eliminating a public 
nuisance, 


JoHN FARNHAM 
San Francisco 
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CHICAGO CORRESPONDENT ror 


ONE out oF EveRY SEVEN BANKS 
in the 7th Federal Reserve District 


In the 7th Federal Reserve District, particularly, Live 
Stock National is recognized as “A Bank for Agricultural 
Banks.” Why this recognition? There are three reasons: 
SIZE—Live Stock National is larger than 99% of all 
banks in the 7th District, yet it is so organized as to 


give each correspondent the close cooperation and 
personal supervision each needs. 


EXPERIENCE—Sixty-nine years of specialization in 
agricultural finance—through many business cycles and 
all economic conditions. 


SERVICE—Fast handling of transit items. Quick, 
dependable information on local markets and national 
trends. Facilities broad enough to meet the needs of 
all customers—yet friendly attention to the individual 
needs of each correspondent depositor. 


Live Stock National offers correspondent services valu- 
able to all banks—particularly profitable to agricultural 
banks. We invite your inquiry—no matter where you 
are located. 
FEDERAL 
LIVE STOCK NATIONAL BANK 


CANADIAN PACIFIC EXPRESS COMPANY 
TRAVELLERS CHEQUES PAYABLE IN 
UNITED STATES DOLLARS ARE REDEEM- 
ABLE AT PAR BY THE NATIONAL CITY 
BANK OF NEW YORK, NEW YORK. 


CANADIAN PACIFIC 
EXPRESS COMPANY 


(Owned by Canadian Pacific Railway Company) 
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Where Should a Comptroller Report? 


N regard to the question whether the 
comptroller or auditor should be re- 
quired to report to the senior executive 
or to the board, one banker says, first, 
that it doesn’t matter what the official 
is called, so long as he has the ac- 
counting and audit control function, 
but that function should not be cur- 
tailed by being under the supervision of 
some operating officer whose work may 
require accounting controland audit just 
as much as that of any other official. 


Control, moreover, is much broader 
than verification. It is a function in 
which all must participate in order that 
the bank may operate properly and the 
insurance of this fact should be a direct 
responsibility of the senior executive 
and the board. 

It would be as reasonable, therefore, 
that credit and operating control re- 
sponsibilities flow through the comp- 
troller, as to have the latter’s authority 
be dependent on operation or credit. 


In back of the wish to serve your clients is the natural desire 
to have one’s advice prove to be good judgement. 


Selection of a memorial of Vermont Marble for an estate 
is an evidence of wise choice. The marble from our quarries 
lends itself to an expression of fine craftsmanship. Its 
enduring quality insures a lasting memorial that defies 
time and grows more pleasing with the years. 


VERMONT MARBLE COMPANY, ‘Proctor, Vermont. - 
Monumental ‘Branch Offices: 


NEW YORK 
PHILADELPHIA 


CHICAGO 
SAN FRANCISCO 


By reporting directly to the senior 
administrative authority we do not 
mean that the comptroller or auditor 
should send all of his reports or his 
recommendations to the chief executive 
or to the board; in fact, that is rarely 
required. The best results are always 
obtained by cooperation between senio; 
operating or credit executives and the 
control authority. Generally the latter 
should report all consequential errors of 
either calculation or method directly to 
the official concerned, because such 
procedure expedites adjustment and 
makes for cooperation and good-will, 

By the same token where operating 
executives find the comptroller in error. 
or find weakness or error which lies in 
his province to adjust, they should deal 
directly with him and for the same 
reasons. In some matters reports must 
be direct to the board or its chairman, 
for example, the periodic reports for 
board meetings, the compilation of 
which should be under supervision of 
the control agency. But here again the 
matter of complete coverage of the data 
which should be supplied to the board 
should be arrived at by complete co- 
operation between the control and 
operating agencies and, usually, the 
cashier. 


WORLD BANK CHAIRMAN 


Sir Otto Niemeyer, Bank of 

England director, has been 

elected to the newly created 

office of board chairman in the 

Bank for International Settle- 
ments 
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Should a Bank Examine Itself? 


is often necessary, points out one 
banker, that a bank be appraised by 
sme outside authority apart from a 
complete examination and methods sur- 
vey; but aside from any such outside 
survey it is wholesome and desirable as 
an annual matter that the cashier or 
operating senior and the control au- 
thority in the bank get together with 
the view to complete appraisal of the 
bank. 
Examination can, of course, determine 
the status of earnings, the adequacy of 
collateral, and the character of assets. 
It can verify the liabilities, and it can 
in part determine the adequacy of 
methods. However, a much broader ap- 
praisal than this is desirable, and it is 
essential that the above-mentioned au- 
thorities of the bank cooperate to 
achieve it. 


SUGGESTED TOPICS 


IT can be done by the questionnaire 
method, and it can embrace such mat- 
ters as personnel, methods, mechanism, 
instructions, new business, credits, and 
investments. 

Most bank officials who have contact 
with other banks and have followed cur- 
rent banking literature closely are likely 
to know in general where their weak- 
nesses lie, but the particular require- 
ments of improvement are perhaps best 


AIR COMMERCE 


Frederic D. Fagg (below) is the 

newly appointed head of the 

Bureau of Air Commerce, suc- 

ceeding Eugene Vidal, who has 
resigned 


brought out by making a list of points 
to be covered in appraisal of all of the 
factors involved under the major cap- 
tions mentioned above. 

Some weaknesses will be found in the 
field of operation. Others will lie in the 
territory of the comptroller, but they 
are best brought out by the assignment 
of capable people, under the guidance 
of the senior officials mentioned, to get 
the answers to the questions raised and 
to make such surveys as are required to 


disclose any weaknesses on the points 
to be covered. 

Usually a study of this kind will give 
rise to the requirement of a good bit of 
reform, but it is always desirable when a 
reform is suggested that the views of the 
operating authorities affected and the 
control authority be ascertained to help 
insure that the prospective savings or 
improvements are realizable. Change 
for its own sake is detrimental; the pur- 
pose must be constant improvement. 
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Combined for Your Benefit 


Atlantic cannot be identified with any one class of insur- 
ance company or any one method of operation. Instead, 
it brings together for the benefit of its policyholders the 
best features of several different types. 


It issues only non-assessable policies. 


It offers many classes of policies which are 
profit-sharing, permitting you as a_policy- 
holder to enjoy a low net cost of protection. 
At the same time Atlantic does practically all 
of its business through brokers, permitting you 
to preserve the benefits of broker service in the 
planning and supervision of your insurance. 


Its 95-year record of conservative management 
is outstanding among American insurance 


companies. 


Its financial strength is unquestioned. 


We do not know any other insurance company of which 
all the above statements are true. This unique combina- 
tion offers special advantages, both to brokers and to 


their clients. 


Review with your broker your goods-in- 
transit, fire, yacht, jewelry, fur, fine arts and 
registered mail insurance needs. Ask whether 
your risks will qualify for Atlantic insurance. 


ATLANTIC 


ilding M U TU AL 
19 Wall Sint. INSURANCE 


NEW YORK 


COMPANY 


MARINE + YACHT + INLAND 
TRANSPORTATION 
FINE ARTS + JEWELRY 
FUR + REGISTERED MAIL 
FIRE INSURANCE 
Baltimore «+ Boston «+ Chicago + Cleveland «+ 
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OUR AGENTS THROUGHOUT THE COUNTRY ARE ESPECIALLY 
EQUIPPED TO SERVE THE INTERESTS OF BANKS 
AND TRUST COMPANIES 


NATIONAL FIRE 
INSURANCE COMPANY 
OF HARTFORD 
CAPITAL $5,000,000 
SURPLUS AVAILABLE FOR 
PROTECTION OF POLICYHOLDERS 


$25,493,775.54 


THE 
NATIONAL FIRE 
INSURANCE COMPANY 
OF HARTFORD 
GROUP 


F. D. LAYTON, President 
S. T. MAXWELL, Vice-President 


FRANKLIN NATIONAL 
INSURANCE COMPANY 
OF NEW YORK 
CAPITAL $1,000,000 
SURPLUS AVAILABLE FOR 
PROTECTION OF POLICYHOLDERS 
$3,284,270.80 
Z9°SHE'06Z'E$ 
SYSQIOHADIIOd JO 
YOs SNIWdINS 
000'000'I1$ 
YOK MIN 
ANVdWOO JONVUNSNI 


MECHANICS AND TRADERS 
INSURANCE COMPANY 
HARTFORD 
CAPITAL $1,000,000 
SURPLUS AVAILABLE FOR 
PROTECTION OF POLICYHOLDERS 


$3,727,085.12 


THE UNRIVALLED FACILITIES OF 


THE NATIONAL FIRE GROUP 


ARE ALWAYS AT THE COMMAND OF OUR AGENTS EVERYWHERE 


From Annual Statements, December 31, 1936 
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Fe million 
times a day! 


WITHIN the next twenty-four hours, sixty-five million 
telephone calls will be made over Bell System wires. 
Each one will be a separate transaction —made to order 
for the individual who is calling. 

To give you such a highly personalized service, there 
are 300,000 Bell System men and women located in 
every part of the country—each doing his or her part. 

That you can depend on them night and day is a big 
factor in considering the telephone’s value to you. 


BELL TELEPHONE SYSTEM 


The Kittens 
Were News 


ie a paper published by the Bulletin of 

the Financial Advertisers Associa. 
tion, Robert W. Sparks, Vice-president 
of the Bowery Savings Bank, New York 
and former president of F.A.A,, tells a 
story that aptly illustrates the some. 
times subtle difference between what is 
news and what is not. 

“A few weeks ago,” writes Mr 
Sparks, “we sold a valuable piece of 
real estate. The day the sale occurred 
the sale was undoubtedly the most im. 
portant happening in our bank—to oy 
officers. But, after all, large real estate 
deals are not rare in New York. News. 
papers printed short articles on the 
sale, gave us a few lines. 

“On the day of the sale a cat ona 
piece of Park Avenue property owned 
by us gave birth to kittens. The watch. 
man at the property informed the bank, 
one of us sent down a bottle of milk, 
none of us regarded the event as im- 
portant. 

“But the newspapers did. They 
learned about the event—and madeit 
front page news. A large bank pausing 
in its activities to succor a cat wasa 
departure from the general order oi 
things. And may I add that the cat 
story probably did more to impress the 
general public with the fact that bank- 


| ers are human than did the real estate 


story.” 


Passbooks As 


Mementos 


| To the Editor: 


N returning a cancelled passbook, 
where the account has been closed, 
the Cleveland Trust Company has for 
several years been using a sticker reat: 
ing as follows: 

“You will continue, we hope, to think 
of yourself as a valued customer of our 
bank, though this account has beet 
closed. 

“This cancelled passbook is presented 
as a reminder of a pleasant relationship, 
which we trust you will renew some 
time soon.” 

At the bottom of the sticker, there's 
this suggestion: “If moving out-l 
town, use our banking-by-mail service. 

I. I. SPERLING 
Assistant Vice-president 
The Cleveland Trust Company’ 
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@ You need not take a chance on 
assessments to save money On your 
insurance. Employers Mutual poli- 
cies are non-assessable, yet year 
after year they return very sub- 
stantial dividends to policyhold- 
es—more than $15,000,000 
saved for policyholders since 
organization. Risks are carefully 
selected and the management is 
efficient. Employers Mutuals write 
Workmen's Compensation, Public 
Liability, Automobile and other 
similar types of insurance. 


Sop 


NON- 


HOME OFFICE ASSESSABLE WAUSAU, WIS. 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory 


“YOUR LETTERHEAD 


IS THE 
VOICE 


OF YOUR BUSINESS” 


The better the paper, the better 
the voice that carries your words. 
The best papers are made from 
tags and Crane’s Fine Papers for 
business and executive use are 
made from rags and rags alone. 
They speak for you with the ut- 


most confidence and distinction. 


Cranes. 


FINE PAPERS 
MADE IN DALTON, MASSACHUSETTS 
SINCE 1801 


Advances 


— banks maintain a liberal view- 
point in the matter of advance 
salary payments to employees; others 
absolutely forbid advance withdrawals 
under any circumstances. 

One eastern institution meets the 
problem by cashing advance salary 
checks only over the initialed approval 
of the personnel officer. No other au- 
thorization is accepted by the pay- 
master. The personnel officer is thus 
constantly acquainted with the situa- 
tion as applying to individual employ- 
ees. A friendly word of warning—or, on 
occasion, a sharper one—appears to be 
all that is necessary to keep salary ad- 
vances within bounds. 

“After all,” explains this particular 
personnel officer, “even the best of us 
is subject to emergencies in the family 
budget. And, ‘when a fellow needs a 
friend’, the employer is presented with 
his greatest opportunity for the cultiva- 
tion of employee morale and good will. 
Furthermore, a man certainly is going 
to obtain cash or credit, somehow, when 
wife or children are stricken with illness. 
If credit is unavailable, the temptation 
to ‘borrow’ temporarily from a custom- 
ers’ account too often appears the only 
way out. 

“ And, after all, if a man has worked 
a week and asks one week’s salary in 
advance, he is asking only for what be- 
longs to him.” 


Sick Leave 


— question of sick leave is handled 
by most banks on the merits of the 
individual case. One large bank, how- 
ever, has adopted the following schedule: 


Length of Service Leave with Pay 


One week or less none 

Two weeks to one month half-week 

One month to three months _ one week 

Three months to one year two weeks 

One year or more two weeks, plus 
an additional 
week for every 
year of service 


When this bank is notified that an 
employee will be absent indefinitely— 
perhaps permanently—consideration is 
given to the advisability of reducing 
salary payments, the purpose being to 
continue payment over a longer period 
than would be possible otherwise. 


ALLISONS 


PAYMENT COUPON BOOKS 


® No matter how large or small 
your department may be, you will 
welcome the effectiveness, sav- 
ings and simplicity of the Coupon 
Book System. 


. . .. It eliminates advance no- 
tices—includes a means of paying 
conveniently by mail as well as 
in person— decreases inquiries 
concerning the standing of ac- 
counts—reduces “partial pay- 
ments’ to a minimum—provides 
the quickest method of receiving 
payments—shows the teller if 
payments are late, so that fines or 
charges may be collected without 
reference to any other records— 
fits in with any methods of main- 
taining accounts — and supplies 
the customer with a simple and 
clear record of payments made 
and payments due. 


® The fact that our largest 
Finance Companies and Personal 
Loan Banks use Allison’s Pay- 
ment Coupon Books is the best 
possible guarantee that this sys- 
tem brings in prompt and com- 
plete payments with a minimum 
of expense. 


PRICES, SAMPLES AND COM- 
PLETE INFORMATION WILL 
BE CHEERFULLY FURNISHED 
WITHOUT COST OR OBLI- 
GATION. WRITE TODAY. 


ALLISON COUPON (0. 


ESTABLISHED 1888 
Factory and Executive Offices 


INDIANAPOLIS, INDIANA 
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Travel Note 


To the Editor: 
purpose of this letter is in no 
way to be construed as a matter of 
criticism on the contents of the article 
“How to Cash a Check in Bulgaria”, 
by Mr. Andrew B. Crichton, director, 
U. S. National Bank, Johnstown, Pa., 
published in the issue of January 1937. 

It would appear to me, however, that 
readers, specially business people and 
tourists, might be unfavorably im- 
pressed by some statements by the au- 
thor which could be looked at from a 
different viewpoint. 

It is only too evident that, for various 
reasons, Mr. Crichton experienced a 
great deal of hardship in cashing checks 
in Bulgaria as well as in Italy. But, 
apart from the fact that many things 
seem—and really are—rather trouble- 
some to anybody not familiar with the 
language of the country he is travelling 
through, I dare say that they may ap- 
pear less bearable than they are when 
two circumstances, of his being hungry 
and, again, angry, mature at the same 
time. 

Anyhow, exchange control is in force, 


HAMMERMILL PAPER 


COMPANY 


at this time, practically all over the 
world and whoever cares to go abroad 
must reasonably take into considera- 
tion the inconveniences which may re- 
sult from foreign legal regulations. 

I say “legal”, but this word is to be 
intended in the broadest possible mean- 
ing, because, as everyone ought to ap- 
preciate, such dispositions have been 
enforced as a matter of public economic 
selfdefence against speculators of every 
kind, both domestic and foreign. It 
might be added that the whole ‘“ma- 
chinery”’ was, at the first, in every prob- 
ability, rather simple and speedy and it 
happened to become so complicated due 
to the reaction and tricks of the people 
who felt their manipulations and plans 
interfered with. 

Inasmuch as Mr. Crichton belongs to 
a wealthy country where, at present, 
exchange control is no longer necessary, 
he is fully justified in appreciating that 
kind of freedom, but this should make 
him feel that, when he voluntarily re- 
linquishes such privileges, he should not 
show signs of worry over trifling incon- 
veniences. 

For, at this time, there are only two 
alternatives for people accustomed to 
easy travelling: either to stay at home 
or to show a bit more of that splendid 


ERIE, PENN 


»>YLVANIA 


sense of humor which I understand used 
to be a main quality of the American 
people. 
With my best personal r 
to remain, dear 
Yours very truly, 
(Signed) G. Baccy 

Manager, 
Banco Francés e Italiano, 
Para la América del Sud, 


Valparaiso, Chile. 


Investment in 
Employees 


To the Editor: 


+ the many articles published on the 

subject of public relations, no point 
is more strongly stressed than the ne. 
cessity of developing the personnel of 
the bank, making them realize their im- 
portance in its management and growth. 

In furtherance of this thought, we 
developed an ‘‘ Employee’s Bank State. 
ment’’, in which the items on the state- 
ment form are expressed in terms of each 
employee. Taking our year-end figures, 
for example, it is found that in each of 
the 28 staff members, the common 
stockholders have invested $10,567.46. 
For each, officers of the bank have 
loaned $76,121.96 in short term and real 
estate advances to local borrowers, and 
have invested in bonds, $75,827.03. 
Each employee’s share of the cash on 
hand and in depositories amounts to 
$59,684.99. The most staggering figure 
on this basis is that each member of the 
staff is entrusted by depositors to the 
extent of $198,814.10! 


THE STAFF WAS IMPRESSED 


IN one of our regular weekly meetings 
the cashier presented this data to the 
group as an unusual preface to his re 
marks on the responsibilities carried by 
each individual. Our elaborated form ol 
statement prepared for distribution to 
customers was later broken down into 
the “per staff-member basis” and 
posted on the employee’s bulletin board, 
supplemented by a like comparison o 
previous year-end statements from the 
date of our opening November 1, 193%, 
showing the tremendous increase © 
individual responsibilities through ou! 
growth. From subsequent comments by 
various employees, it was evident that 
this presentation brought home to them 
the desired idea. 
Dun ap C. CLaRk 

President, American National Bank 
Kalamazoo, Michigan 
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is all too common for a banking 
to wake up after some 
sartling occurrence and find that it has 
been wide open and has almost invited 
rity. 
cory opinion of one banker, 
who goes on to say that it is always 
yseful for a bank to keep a careful 
record of all of its own irregularities, 
but it is more important that it keep 
a close line on irregularities that oc- 
cur in other banks. It is well in this 
connection that someone keep a file on 
those matters, and it should be the duty 
of someone, preferably the comptroller 
or auditor, to make sure that his bank is 
not open to the same type of malfea- 
sance that occurred elsewhere. 

A few questions in this connection 
are in order, the answers to which are 
likely to reveal whether there are avoid- 
able openings: 

(1) Does someone have the responsi- 
bility of insuring that every man has a 
vacation once a year? 

(2) Is the custody of securities or 
collateral left exclusively under the 
supervision and control of one party? 

(3) Is every man having responsi- 
bility for cash, securities, or other nego- 
tiable values supported by a good 
second man who is equally familiar with 
the job? 

(4) Is every item of value which 
comes into the bank placed under rec- 
ord and proper personnel control as 
promptly as possible? 

(5) Do you make use of numbered 
and controlled receipts wherever that 
mechanism has practical virtue? 

(6) Is all float representing items of 
value under periodic verification? 

(7) Do you carefully scrutinize all 
new accounts, and is there complete ac- 
countability, so far as possible, for all 
customers’ vouchers? 

(8) Are statements of customers’ ac- 
counts mailed or delivered periodically, 
and do you obtain customer’s authen- 
lication for all “held” statements and 
vouchers? 

(9) Are inactive accounts, repre- 
senting either cash or securities, under 
special control? 

(10) Unless it is in the line of his 
duty, do you permit anyone to be alone 
with cash and securities? 

(11) To what extent are you helping 
your staff over financial emergencies? 

These and similar questions will dis- 

possible weaknesses. 
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31 Nassau Street 


INSURANCE WITH THAT MUTUAL INTEREST 


Expert Counsel to Prevent Fires » Prompt Payment 
of Losses » Substantial Saving Through Dividends 


ASSOCIATED LUMBER MUTUALS 


Lumber Mutual Fire Insurance Co. 
Boston, Mass 


Pennsylvania Lumbermens Mutual Fire Insurance Co. 
Philadelphia, Pa 

Lumbermens Mutual Insurance Co. 
Mansfield, Ohio 

Indiana Lumbermens Mutual Insurance Co. 
Indianapolis, Ind 


Northwestern Mutual Fire Association 


Seattle, Wash 
MEMBERS OF THE AMERICAN MUTUAL ALLIANCE 


SSOCIATED 
- LUMBER-.-* 
MUTUALS 


£ 


COMBINED ASSETS 
OVER $24,000,000 


COMBINED SURPLUS 
OVER $12,000,000 


FEDERAL INTERMEDIATE 
* CREDIT BANK * 


CONSOLIDATED DEBENTURES 


Exempt from Federal, State, Municipal 
and Local Taxes 


Authorized by an Act of Congress approved 
March 4, 1923 As Amended 


Consolidated debentures are the 
joint and several obligation of 
the twelve Federal Intermediate 
Credit Banks. 

Eligible up to six months’ ma- 
turity for purchase by the Federal 
Reserve Banks and are acceptable 
as collateral security for fifteen 
day loans to member banks of 
the Federal Reserve System. 
Consolidated debentures are legal 
for investment by savings banks 
in the State of New York. 
Eligible as security for all fidu- 
ciary, trust, and public funds held 
under the authority or control 
of officers of the United States. 
These debentures have been ap- 
proved as security for deposits 
of postal savings funds. 


FIRE INSURANCE 
COMPANY 


PITYUSBURGH, PA. 


Ww 


* Further information and circulars can 
be obtained through your dealer or 


THIRTY SIX YEARS 


OF 
CHARLES R. DUNN 
FISCAL AGENT 
For the Federal Intermediate Credit Banks 
New York City 


NATIONAL UNION 


HONORABLE, DEALING 
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Check-ups of Mortgaged Properties 


— index system is very efficient 
in aiding periodic inspections of 
mortgaged properties, one banker states. 
A card 3 x 5 inches, or larger, can be 
prepared for each property, providing 
space for any amount of detail required, 
such as location, age of building and 
type of construction. Space can be pro- 
vided for information as to type of 
roof (combustible or non-combustible) ; 
whether leaders are of copper or gal- 
vanized material; type of window (regu- 


Good Light 


A PROVEN 
NECESSITY 


WARRANT 
of QUALITY 


Model 1575 
Price $16.50 


GUARDSMAN gives- 
GOOD LIGHT of PROVEN MERIT! 


SINE 1880, Faries have continuously manu- 
factured lamps of superior quality. Designs 
originate in our own factory, and the products 
ere t and proved by recognized testing 
laboratories. Results obtained with the 
Guardsman show it to exceed by 50% the 
accepted standards of efficiency for supple- 
mentary desk lighting. Like all Faries products, 
this lamp is honestly built from the highest 
quality materials . . . it possesses much of 
hidden value not found in imitations . . . it 

s the working area with e strong, yet 
restful light, like properly controlled daylight, 
free- from glare, free from annoying shadows. 
There is but one Guardsman; see it today at 
your dealer's, if he cannot supply you, please 


write us for particulars. 
MANUFACTURING CO. 


FARIES and S. Robert Schwartz Div. 


DECATUR, ILLINOIS 
B 


lar or casement); type of sidewalk and 
driveway (flag concrete, etc.); and 
condition of shrubbery surrounding 
buildings. Details about the interior 
can likewise be covered—type of heat- 
ing system, condition of cellar, con- 
struction of partitions. 

These points are important. and an 
inspector can readily be trained to note 
them quickly. The cards can be filed by 
dates and inspections made annually or 
oftener, as desired. 

It is well to equip the inspector with a 
card or sheet on which are listed the 
items to be checked. 

This mortgage department works in 
conjunction with the real estate de- 
partment, and by this method it is 
always possible to have a definite pic- 
ture of the physical and financial condi- 
tion of a property. By looking at a card 
it is seen at a glance whether the assess- 
ments, such as taxes, water rent, insur- 
ance, etc., are paid. 

There is no definite period for check- 
up but rather a constant inspection 
record of all properties. From time to 
time the department recommends re- 
pairs that are necessary to maintain the 


property. If it learns that the mort. 
gagee is delinquent in the payment of an 
assessment, it tries to formulate a plan 
whereby he can work out a financial] 
program (possibly by making monthly 
payments) that will put the property in 
a healthy condition both physically and 
financially. 7 

It has been this banker’s experience 
that in the supervision of mortgaged 
properties it is necessaty to keep a con- 
tinual record of neighborhood changes 
and trends, as well as to keep informed 
of all new construction in the immediate 
vicinity of the mortgaged premises 
These factors play a very prominent 
part in the soundness of the mortgaged 
property. 

For any institution to set up a definite 
schedule of periodic inspection of all of 
its mortgaged properties would be, in 
this banker’s opinion, fatal. While it 
once took years to change a neighbor. 
hood, the alteration can now occur ina 
few months. Therefore, continual rather 
than periodic inspection of some proper- 
ties is necessary to safeguard the life of 
the mortgage and the property so far as 
the mortgagor is concerned. 


Creating Real Estate Demand 


je banker suggests some ways of 
handling real estate promotion. 
He states that it has been found by 
experience that one of the best methods 
for the promotion of real estate is 
through periodical group meetings of 
representatives of banks, insurance 
companies, mortgage investment and 
management firms, and realtors. 


A REAL ESTATE FORUM 


AT these meetings the real estate situa- 
tion as regards rents and tenants can be 
freely discussed. A uniform: agreement 
can be reached on rental increases, 
elimination of unreasonable demands 
by tenants, unequal assessments, and 
many other points. Sales methods can 
be thoroughly discussed, a complete 
report of all sales can be given, and 
much enthusiasm injected into any lo- 
cal sales program. 

One important aid perfected recently 
is the multiple listing with the local 
office of the real estate board of all 
properties for sale by institutions and 
large individual owners. This procedure 


places properties before many active 
realtors and has tended to stimulate 
sales particularly of smaller parcels. 


MODERNIZATION PAYS 


ONE bank finds from experience, both 
in promoting rentals and getting the 
highest rental from a neighborhood, as 
well as in selling real estate at the most 
favorable price, that the best policy is 
to put property into the best condition 
possible. 

When this has been done, the bank 
lists the building with a progressive 
realtor for rent or sale. Under no ci- 
cumstances are “For Sale” signs at- 
tached to bank properties for more than 
two months. In the bank’s opinion, 
older signs place a stigma that is hard 
to overcome, making a prospective 
purchaser wonder why a property has 
not been sold. 

A bank can try to make each parc 
an outstanding unit in its neighbor 
hood, and to create a demand for it 
rather than an impression that the I 
stitution merely wants to unload. 
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Baby Bonds and the Banks 


Washington, D. C. 

HEN Congress in 1935 amended 

the Second Liberty Loan Act to 
provide for United States Savings 
Bonds, some banks, especially savings 
institutions, thought the new form of 
Government obligation could succeed 
only at their expense—the bonds, it 
yas feared, would impinge upon sav- 
ings deposits. 

BANKS PURCHASING MORE 


HOWEVER, in the two full years of the 
discount system of borrowing which 
ended March 1, banks themselves are 
found among the principal buyers of 
the “baby bonds” for their own ac- 
count and as trustees. What proportion 
of the bonds sold are held by the banks 
has not been determined, but of the 
sales in the last 1936 quarter the banks 
took 8.75 per cent. The proportion of 
the unusually large sales of the bonds in 
January and February 1937 taken by 
banking institutions is |believed to be 
much larger. Banks which have been in- 
vesting their funds therein usually sub- 
scribe at the beginning of the year for 
the full $10,000 limit of the issue in any 
one year allowed them by law. Since the 
face value of the bonds sold in the first 
two months of this year was more than 
$200,000,000 the investment of the 
banks in these discount obligations is 
becoming of material moment. 


WHO BUYS 


TRUST funds and funds of associations 
and a few corporations account for 
about 10 per cent of the sales. Individu- 
als account for 40.26 per cent of the sub- 
scriptions—men 23.12 and women 17.14 
per cent. Co-owners, usually man and 
wife, account for 32.43 per cent; banks, 
8.75 per cent; while 8.61 per cent are 
issued for beneficiaries. There is rather 
convincing evidence that a considerable 
proportion of the private subscriptions 
have been due to the advice of banks. 
The actual receipts of the Government, 
approximating 75 per cent of the face 
value, up to March 1 of this year were 
$704,158,347—$194,250,618 during the 
10 months of 1935 in which the system 
of discount borrowing was in operation; 
$355,136,355 in 1936; and $154,771,374 
in the first two months of 1937. 


$100-BONDS POPULAR 


THE actual amount of bonds sold so far 
this year is materially larger than the 
amounts indicated since there is con- 
siderable lag between the actual sale of 
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the securities by the postoffices and Re- 
serve banks and their report to the bond 
department of the Treasury. So far this 
year the subscriptions by the investing 
public are running at a rate more than 
twice that of a year previous. Approxi- 
mately 75 per cent of the subscriptions 
are for bonds with a face value of $100 
or less. 


WHERE THE BONDS SELL 


JUDGING from correspondence re- 
ceived by the Treasury, few banks offer 
objection to the sale of these securities 
to the public. Doubtless one reason for 
the change in banking sentiment is the 
fact that savings banks and commer- 
cial banks with savings departments in 
those parts of the country where most of 
the sales of the discount bonds have 
been made have difficulty in investing 
the savings funds they have on deposit. 
The districts in which the bonds are 
most popular are in the north central 
and eastern states. Illinois leads, fol- 
lowed by New York, Ohio, Pennsyl- 
vania, Iowa, Missouri, Minnesota, 
Michigan, California, Texas, Indiana, 
Wisconsin, Kansas, Nebraska, Massa- 
chusetts, New Jersey, Oklahoma, and 
Washington in the order named. Other 
states up to the beginning of the current 
year had bought less than $10,000,000 
each. 

Another reason for the more approv- 
ing disposition of the banks is the fact 
that many institutions have found the 
new form of security convenient for the 
investment of small trust funds for 
which no other suitable placement can 
be found. They are of especial advan- 
tage in small trust funds in which prin- 
cipal and interest are to be held for a 
fixed period. 


AS BANK INVESTMENTS 


FOR banks’ own portfolios the securi- 
ties in the comparatively small amounts 
permitted holders under the law have 
considerable advantage. If a bank is in a 
position to hold the bonds for their full 
term the return is better than can now 
be had upon any other form of Govern- 
ment obligation. Treasury officials are 
of the opinion that as the merits and ad- 
vantages of the bonds become better 
understood more banks, especially small 
country institutions, will invest in them 
regularly from year to year and thus 
eventually build up holdings which will 
give fair return, possess a fair degree of 
liquidity and involve no danger of loss. 
GrorcEe E. ANDERSON 


Youn RECORDS ane VITAL to 
youn business 


This booklet 
will help you to buy 
records and stafion- 


ery more efficiently 


Your records are most service- 
able, your stationery most im- 
pressive, when made from the 
right kind of rag-content pa- 
pers. But rag papers are so nu- 
merous, so vague, so confusing 
that it has been utterly impos- 
sible to select them intelligently 
or use them with maximum 
economy. 

Now, at last, is a brief book- 
let which blazes a clear trail 
through the jungles of the Rag 
Continent. It guides you around 
the pitfalls, shows you how to 
choose the correct rag-content 
papers for your records and sta- 
tionery—how to do so at no 
extra cost, perhaps at an actual 
saving. 

Write today for your copy, 
using your letterhead, 


please. L. L. Brown Paper 
Company, Adams, Mass. 


L.L.BROWN 
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A Cost Finding System 


anomaly in connec- 
tion with the analysis of commer- 
cial accounts is that so many banks 
carefully figure activity and float to a 
decimal point, and then use an esti- 
mated per-item cost figure (usually 3 
cents) in the final cost calculation. 

A large New Jersey bank introduced 
an analysis charge on this basis, but 
the end of the first month brought ob- 
jections from five substantial corpora- 
tion accounts that this type or that 


type of item should be figured on a 
lower unit-cost basis. Temporary ar- 
rangements were made in each case on 
the understanding that the bank would 
submit actual cost figures under each 
classification. 

In figuring item costs for the first 
time the principal obstacle was that 
necessary records had not been kept, 
or were not available in the required 
form. For instance, it was necessary to 
make changes in the distribution of 


Annual Output... 
Five Billion Dollars 


During the period 1925-1933, New England’s 
factories turned out products to an average value 
of over five billion dollars annually. Included in 
this total value were more than two and one-half 
billions annually spent for raw materials, fuel and 


electric power. 


To carry on manufacturing activities of these pro- 
portions, New England requires complete banking 
facilities such as are provided by this institution. 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET +» BOSTON 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


CHICAGO 


R. G. RANKIN & CO. 
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Examinations 
of 
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for 


Directors Committees 
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WASHINGTON 


expense so that correct proportions 
could be allocated to the Various de. 
partments. Activity records were avail- 
able from the tellers’ department but 
had to be installed for transit and én. 
ing. Also, it was necessary to arrive at 
the percentage of floor space used by 
each department and division, ; 

The result of this cost analysis was 
very illuminating. It not only proved 
to the questioning customers the fair. 
ness of the bank’s charges, but revealed 
to the bank the fact that in a number of 
cases a 3-cent item charge does not even 
reimburse the bank for services ren- 
dered. Following is a list of the actual 
cost figures for the various items (no 
profit included): 


Cashing own check 

Handling average deposit 

Clearing item 

Transit item 

Collection item 

Travelers’ check sale 

Handling note (discount 
dept.) 

Issuing cashier’s check or 
draft 

Loan and investment cost— 
per $1,000 per month 14 

Maintenance cost per ac- 
count per month 6 


$ .0312 
1437 
0134 
0169 
1715 
4701 


1231 


1225 


Now, let us take an average account 
and compare the estimated 3 cent per 
item figure with the actual cost figures: 


Classification Charge 
30 bookkeeping credits @ 3¢ $ . 
25 cash items deposited @ 3¢ 15 
200 checks paid and checks de- 
posited for collection 
Night depository 
Making change—6 items 


Monthly cost on estimated 
3¢ rate 


Classification 
30 deposits @ .1437 
100 checks paid @ .0312 
50 clearing items @ .0134 
50 transit items @ .0169 
Night depository 
Making change—6 items 
Maintenance of account 


$10.% 


Actual cost 


It should be remembered that these 
actual costs do not include any profit 
to the bank. 

A. Firti 
Philadelphia, Pa. 
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A Cost Control System 


EGARDING the advisability of as- 
R certaining actual per-item costs for 
commercial account analysis, the fig- 
ures disclosed in making such calcula- 
tions are extremely valuable in quite 
another direction. 

In breaking down a bank’s overhead 
and operating expense to work out 
per-item costs, it is obvious that the 
actual cost of operating each depart- 

ment and division of the bank will be 
disclosed in the process. For instance, 
total operative, administrative and over- 
head expenses must be allocated in 
their correct proportions to commercial, 
savings, safe deposit, trust, personal 
loan, real estate and other departments. 

Following this, the expense of each 
department must be apportioned to 
the various divisions in that depart- 
ment. The commercial department would 
have tellers, clearing, transit, collec- 
tions, discount and bookkeeping divi- 
sions; the savings department would 
have tellers, bookkeeping and Christmas 
club divisions; the safe deposit would 
have boxes, bulk storage, banking, trust 
and title divisions; and so on. 

It might be well here to note that 
banks operating the new “pay-as-you- 
check” service will find it necessary to 
make a distinction in calculating per- 
item costs of this type of account. 
Clearing and transit items will natu- 


NEW ADVISER TO F.T.C. 


Willis J. Ballinger, whose office 
with the S.E.C. was abolished, 
has been appointed a special 
economic adviser to the Fed- 
eral Trade Commission 


HARRIS & EWING 


rally cost the same as in regular checking 
accounts, while bookkeeping costs are 
likely to vary slightly from the average, 
depending upon the system of handling, 
and deposit costs will undoubtedly be 
considerably lower because the average 
deposit into this type of account con- 
sists of a small cash item and is much 
more quickly handled than is the aver- 
age commercial deposit. 

With these department and division 
costs available at the end of each half- 


yearly period, a tabulation of them will, 
by comparison with previous half years, 
immediately reveal any increase in op- 
erating cost, and will definitely estab- 
lish the division of the department 
which accounts for the increase. 

A check-back through the expense 
records of that division will enable the 
finger to be placed on the exact opera- 
tion which is proving more costly, and 
a weakness can be rectified. 

A. PATTERSON FirtH 


wAMERICAS 
INDUSTRIAL CENTERNG 


HEN corporations and in- 


dividuals move from your 


city to the Newark territory, 


give them a letter of introduc- 


tion to New Jersey’s largest bank. 


FIDELITY UNION 


TRUS 


NEWARK 


MEMBER...FEDERAL R 


CO PANY 


ORANGE 


ERVE SYSTEM.. 


FEDERAL DEPOSIT INSURANCE CORPORATION 


Ons 
de- 
ail 
but 
at 
by 
Was 
ved 
air- 
led 
/ 
(x 
it = 
312 
437 
715 
i 
unt 
per id 
rge 
a | = 
4 \ 
NG § April 1937 87 


ROBABLY no branch of American 

business has suffered more in its pub- 
lic relationships than has banking, and 
much of the trouble may be laid to the 
bankers themselves in failing to vizual- 
ize to the public through the spoken 
word the functions of various types of 
banking and financial institutions, their 
possibilities and their limitations. Much 
of the wave of indignation and preju- 
dice against bankers during the depres- 
sion, which was so successfully capital- 
ized by politicians, might have been 
avoided if the people had been more 
familiar with banking and its problems. 

Now what can be done about it? 
Obviously the large banks and financial 
institutions have a great opportunity 
for systematic improvement, for they 
have the resources both of men and 
material. Every large institution should 
make a survey of its public speaking 
resources to determine what men it may 


Public Speaking Resources 


have available. They should be classi- 
fied into groups. 

First: The policy makers of the bank, 
who should, of course, come from the 
executive staff. They should be able to 
present to audiences, more especially 
business and professional, the broader 
aspects of banking, its history, its place 
in the realm of human activity, its 
economics, its sociology—in short a 
broad gauge viewpoint that will inform 
their audiences that the bank has exec- 
utives who are leaders doing original 
and constructive thinking, and inter- 
ested in the whole range of finance 
rather than a purely narrow view. We 
have some conspicuous examples of this 
in the radio talks presented by execu- 
tives of large industrial companies. 

Second: Bank officers to present the 
human interest or more popular side of 
banking. The personnel department of 
the New York Stock Exchange has 
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Rates and Maturities 
Upon Request 


Cemmercial Credit 
Company 
Baltimore 

Sales Offices 


New York Boston 
Chieago St. Louis 


Our complete banking facilities in- 
sure out-of-town banks and bankers 
prompt, efficient and economical handling of ac- 


counts in Chicago— we invite you to use our facilities. 


Crry Narionat Bank 


AND TRUST COMPANY eof Chicago 


(Member Federal Deposit Insurance Corporation) 
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YOUR BOARD 


and the new developments 


This is a time when well informed di- 
rectors are pillars of strength. BANK- 
ING has a group subscription plan, by 
means of which your bank can supply 
this magazine, each month, to all or 
selected members of your board. The 
cost is negligible. More than a thou- 
sand banks are making profitable use 
of it. 


done some very fine work along this 
line. There is room for much more work 
of this kind, and the range of audience 
is practically unlimited—professional 
groups, men’s clubs, women’s clubs 
lodges, etc. The speaking talent neces. 
sary to handle this type of audience 
successfully must be very high, since 
“big” names do not mean so much to 
people who are not interested primarily 
in finance. The speaker must have per. 
sonality, humor and the ability to put 
across his message in non-technical 
terms. 

Third: The operating staff. This may 
be a somewhat more restricted group 
and yet there is ample opportunity for 
effective public speaking. There is 
constant demand for men who can 
speak intelligently and authoritatively 
on many phases of bank operations— 
cost analysis, internal audit, safe de- 
posit practice, trust operations, etc— 
mostly from banking groups, but occa- 
sionally from the general public. The 
spread of good banking practices is 
more readily accomplished by this 
method than any other. 


FINDING THE TALENT 


THE next problem is to find and de- 
velop the speaking talent existing in 
the organization, and the best method 
is to organize a class in public speaking 
with a good instructor. 

It is difficult for banks in smalle 
cities to organize classes of this kind, 
but many municipalities have classes in 
public speaking in the evening public 
schools. The Y.M.C.A. and other sim- 
ilar organizations also provide such in- 
struction. The cost is moderate and the 
instruction is extremely valuable. 

The work of the American Institute 
of Banking along public speaking lines 
is especially worthy of note. The Insti- 
tute has chapters in practically every 
city of any size in the United States, 
engaged in group instruction of bank 
employees in the fundamentals of 
banking theory and practice. From 
these groups each year increasing num 
bers of men and women are chosen for 
important executive positions. Very 
properly the Institute realizes the im- 
portance of effective public speech and 
expression. It sponsors debates and 
competitive public speaking events, and 
stimulates interest by offering various 
prizes to the winners. The work of the 
Institute should receive the encourage 
ment and cooperation of every bank. 

B. O. Moopy 
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Pearl Assurance Company, Limited 


of London, England 


UNITED STATES BRANCH 
80 John Street New York, N. Y. 


FINANCIAL STATEMENT, DECEMBER 31, 1936 


ASSETS LIABILITIES 


*Bonds Unearned Premium Reserve. .. $8,393,881 .33 
Government............... $ 839,784.84 


and Municipal Losses in Process of Adjustment 1,018,293.86 
Public Utilities............ 2,768,991.60 R for T 4 
Industrial and Miscellaneous _1,781,254.05 $ 8,331,782.30 
other Liabilities. ........... 412,390.85 
*Stocks 
Railroad. ................. $ 863,690.00 Funds held under Reinsurance 
Public Utilities............  1,278,350.00 98,157.89 
Industrial and Miscellaneous. 2,978,169.00 5,177,209.00 Unearned Premiums and Losses 


Recoverable on Reinsurance 

Cash in Banks and Office 1,466,775.36 in Companies not admitted to 
Premiums in course of collec- New York State........... 
tion not over ninety days due, 
and reinsurance due from 
other companies on paid 
losses, less reinsurance pre- 
miums due to other com- 


1,033,550.61 


1,030,105.08 
Statutory Deposit............ 


Admitted Assets $16,121,269.02** $16,121,269.02 


*Valuation on basis approved by National Association of Insurance Commissioners. Securities carried at 
$660,141.53 are deposited as required by law. 


**On the basis of December 31, 1936, market quotations for all bonds and stocks owned this company’s total 
Admitted Assets and Surplus to Policyholders would be increased $786,796.48. 


United States Trustee: 


Bankers Trust Company, New York, N. Y. 
United States Manager, Charles S. Conklin 


CLEVELAND: Cuyahoga Bldg. CINCINNATI: 17th Floor, Carew Tower PHILADELPHIA: 525 Chestnut St. 
CHICAGO: 175 W. Jackson Blvd. SAN FRANCISCO: 200 Bush St. 
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IMPORTANT 


“America Fore" 
Insurance and Indemnity 


The Fidelity 

& Casualty Co. \ 

of New York, 
Room 901, 80 Maiden 
Lane, New York, N. Y. 


Oo 
Please send a copy of the \ # 
booklet, “The Bank Is In the 
Middle" to:— 


Address 


The liability imposed by law upon Banks 
and Safe Deposit companies for loss of or 
damage to property contained within cus- 
tomers’ safe deposit boxes, makes it impor- 


tant that you be fully informed on this subject. 


The booklet: "The Bank Is In The Middle" 
gives complete information and tells you 
how to protect yourself from loss due to 
such claims. Fill out the coupon and a 


copy will be sent without obligation. 


The Hideélity and 


(aualty (Ginpany 


of New York 


BERNARD M. CULVER, President 
FRANK A. CHRISTENSEN, Vice-President 


80 MAIDEN LANE 
NEW YORK, N. Y. 
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Costs of Home Mortgages 


porting on a special inquiry into first mortgage costs for 
new moderately priced homes throughout the country, 
finds that the rate variation is the least it has ever recorded. 

Supplementing the Association’s 28th semi-annual survey 
of the real estate market, the inquiry brought from 250 cities 
data on the interest charge at which first mortgage loans 
on these homes are now most commonly being made. The 
reports, obtained from local realty boards, show that in 91.5 
per cent of the cities the rate or rates cited as most prevalent 
fall in part or wholly within the range 5-512-6 per cent, a 
proportion decidedly larger than had been shown in any of 
the previous surveys. The canvass made six months before 
showed only 84 per cent of the cities in this group. 

Some cities named a single rate, some a range of two or 
three rates. For example, 20 bracketed 5—5!4-6 per cent as 
common, while 18 paired 5% and 6 per cent. A total of 348 
replies was thus received. 

Comments from individual municipalities, the Association 
says, indicate the close relationship of mortgage terms avail- 
able in a community, the degree of return to normal rents, 
and the outlook for new home building. 

As noted in an earlier statement on the findings of the 
general survey, 6 per cent is still the most frequently re- 
ported home mortgage rate. It is checked by approximately 
64 per cent of the cities—in 159 of the 348 replies. A 5% per 
cent rate is checked by 27 per cent of the municipalities, and 
5 per cent interest by 30 per cent. Two small cities—one in 
New England, the other in the West North Central section— 
report rates ranging down to 4% per cent. One small munici- 
pality in the East North Central zone shows a rate of 4 per 
cent and another reports rates ranging to less than 4 per 
cent as common. Of the 348 replies, 304 check a rate of not 
more than 6 per cent. 

However, 21 cities (814 per cent of the total number re- 
plying) report their entire range of interest rates common for 
today’s home mortgages as above 6 per cent. Six months ago 
the percentage so reporting was twice as high. All cities 
whose rate range is still entirely above 6 per cent are under 
100,000 population. Half of them have fewer than 25,000 
inhabitants. Five are in the South Atlantic states, two in the 


T National Association of Real Estate Boards, re- 


West North Central section, three in the East North Central, 
eight in the West South Central, two in the Mountain sec- 
tion and one in the Pacific section. A 7 per cent rate is still 
checked as common by 5 per cent of the cities, a 714 per cent 
rate by 3 per cent of the cities, and a range up to 8 per cent 
rate by two cities. One municipality reports a rate ranging 
over 8% per cent as the common present rate. 

Meantime, as to mortgage rates available today on all 
types of property, Earle G. Krumrine, Chicago, new presi- 
dent of the Association’s national mortgage board, quotes 
totals of mortgages filed in Cook county, Illinois (Chicago 
metropolitan area) as illustrating the degree to which rates 
on preferred types of property are lower than the above na- 
tionally reported “commonest” home mortgage rates. 

“For 1936,” Mr. Krumrine says, “the recorder’s office re- 
ports $33,410,867 in mortgages and trust deeds filed for 
record at 5 per cent interest as compared with $26,138,357 
filed at 6 per cent interest. In other words there were $7,272,- 
510 more filed at 5 per cent than at 6 per cent. In addition, 
there were $10,848,270 filed at 4% per cent; $8,345,278 at 
5% per cent; 266 mortgages totaling $3,324,871 at 4 per cent; 
and 112 mortgages totaling $777,375 filed at 3 per cent. 
There were only 81 mortgages filed at 614 per cent and 80 at 
7 per cent. 

“The township totals give the clearest indication of what 
kind of mortgages drew 5 per cent as against those at 6 per 
cent. In the area where the older and poorer improvements 
are located there were 582 mortgages recorded at 5 per cent 
and 1,107 at 6 per cent, a ratio of two to one. On the other 
hand, in the North Shore communities such as Wilmette, 
Kenilworth, Winnetka and Glencoe (best residential region 
of the county), there were 358 mortgages at 5 per cent as 
against 109 at 6 per cent, a ratio of 3% to 1 in favor of the 5 
per cent mortgages.” 

As to interest rates on central] business properties Mr. 
Krumrine says: “There is plenty of money available on 
downtown properties in Chicago, for example, at 4 per cent; 
and 4% per cent is top on a good loan. The competition at 
present for this type of loan is terrific. But to get this rate the 
security must be backed up by a showing of the ability of the 
property to produce income.” 


INTEREST RATES AT WHICH FIRST MORTGAGES ON NEW MODERATELY PRICED HOMES ARE NOW MOST COMMONLY BEING MADE 


No. of 
Cities No.of Under 

Replying Replies 4% 
250 


4% 44% 
TOTAL 348 1 1 2 
Section 
New England 20 28 1 
Middle Atlantic. . . 44 59 
East North Central 66 93 
West North Central 16 26 
South Atlantic... . 37 52 
East South Central 10 12 
21 33 
10 12 
26 33 


14 
37 
41 
25,000 to 100,000. . 139 
Under 25,000 66 
Counties, etc $1 


Number of Replies Checking Given Rate as Common Rate 


57% 
4 67 1599 21 13 


Over 
68% 6%% 71% 14% 8% 84% 
7 2 1 


3 


| 
23 16 47 3 2 ad 
9 4 7 1 3 1 
5 14 24 6 2 1 a ay y 
2 5 12 6 4 3 1 ed aa 
1 1 8 1 1 
2 1 22 4 3 
Population 
1 1 ‘3 24 24 69 8 6 4 2 nee oe 
1 11 7 30 9 4 3 1 
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Modernization Case Histories 


j eee or three specific cases are cited 
by one banker in which a bank, by 
rehabilitating foreclosed property, has 
made it profitable. 

This bank acquired through fore- 
closure of the first mortgage a parcel 
consisting of four duplex houses and one 
large single dwelling, with a large barn 
located in the rear. These buildings 
were situated on a valuable piece of 
land. All were approximately 50 years 
or more old and very dilapidated. 

The problem was to make them pro- 
duce a sufficient income at least to pay 
the carrying charges until the land 


* 


could be sold for a fair price or a price 
that would liquidate the investment. 

It was realized that all the buildings 
would undoubtedly be razed in case of a 
sale. Therefore, too great an expendi- 
ture for rehabilitation would not be 
warranted. A considerable part of the 
outside woodwork was renewed, a major 
portion of the plumbing and heating 
system was repaired and replaced, some 
redecorating was done inside, and the 
outside trim painted, at a cost of ap- 
proximately $2,500. When the repairs 
were completed the property was fully 
rented, and at the present time the in- 


NEW ENGLAND MUTUAL’S 
1936 New Insurance 


and 
Total Insurance in Force 
broke a// previous records 


* 


Insurance in Force 
New Life Insurance . 


$1,393,448,000 $64,051,000 


* 


Increase 


$144,814,000 — $1,328,000 


Founded over 100 years ago, the New England Mutual has 
experienced every stage in the changing economic develop- 
ment of the nation. Depressions have not disturbed the security 
of its protection, its guarantees, or its pertormance. 

Since organization this Company has paid policyholders 
$600,202,000, of which $17 5,555,000 was policy dividends. 


937d ANNUAL STATEMENT 
DECEMBER 31, 1936 


Assets (increase $32,000,000) . . 


$375,650,329 


Security values approved by National 
Association of Insurance Commissioners 


Liabilities (increase $30,000,000) . 
Includes policy reserves of $306,437,000 
and $9,500,000 for dividends in 1937 


Surplus (increase $2,000,000) . . 
Notrr— If bonds were carried at market 
instead of amortized values, Surplus 


would be $10,178,000 greater. 


AGENCIES 


* 


IN 38 STATES 


Copy of full Annual Report sent on request 


356,753,224 


$18,897,105 


NEw ENGLAND MUTUAL 


Litt INsuRANCE COMPANY of Boston 
GEORGE WILLARD SMITH, PRESIDENT 


Charter Year 


FROM COAST TO COAST 


* 


come is paying all Carrying ¢ 
and yielding a very fair net return on 
the value of the land. 

A multiple family brick apartment 
located in a fair section of a large 
eastern city was affected by many va- 
cancies. A plan for rehabilitation was 
perfected and approximately $3,300 in. 
vested in the following manner: Insta. 
lation of some electrical refrigeration 
painting of exterior trim, replacement 
of gas ranges, scraping and refinishing 
of hall and stair floors, replacement 
of hall and stair carpets, installing 
new fixtures in vestibule and halls, 
renovating vestibule, and necessary roof 
repairs, 

Pipes, poles, and sticks supporting 
radio aerials were removed and new 
aerial racks built on the roof, a change 
that materially improved radio recep- 
tion for the tenants. The floor on the 
base of the aerial racks serves as a plat- 
form for reclining chairs in which the 
tenants can enjoy sun baths. A new oil 
burner using heavy oil was installed, 
thereby increasing the heating eff- 
ciency of the apartment and giving the 
janitor more time for attention to 
other duties. After this work was com- 
pleted the apartment was immediately 
rented 100 per cent and the gross in- 
come increased from $1,000 to approxi- 
mately $1,500 a month. 


TWO DOZEN APARTMENTS 


ANOTHER property consisted of two 
buildings about eight years old, each 
containing 24 small apartments. The 
indoor trim was dark gray, giving the 
apartments a gloomy appearance; the 
halls and vestibules needed redecorat- 
ing, gas ranges were dilapidated, and 
the general plumbing very poor. The 
vestibules, halls and the majority of the 
apartments were completely redeco- 
rated, all woodwork being finished in 
light color; also, new brass piping was 
installed where necessary, roofs re- 
paired, new gas ranges furnished, and 
the heating plant repaired, at a total 
cost of approximately $2,000. In June 
1934 both buildings had seven vacat- 
cies, each with a gross income of ap- 
proximately $550. As soon as the reno 
vation was completed the vacancies 
were filled and at the present time the 
gross income from each building is ap- 
proximately $850. During the past year 
each property netted noteholders 6 per 
cent on a mortgage under assignment 
in the amount of $64,000 on ead 
property. 
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This Month’s Authors 


OME of Banxinc’s contributors 
this month are newcomers in the 


magazine. 

F. BrapsHAW MakIN (How Britain 
Uses Treasury Bills, p. 22) lives in 
Flixton, England. For a number of 
vears he has written regularly for The 
‘Accountant, which is British account- 
ancy’s leading publication. HiLanp B. 
Noyes (Housing’s Seven League Boots, 
p. 27) is vice-president of the Mer- 
chandise Bank and Trust Company, 
Chicago. 
fan J. McCann, Jr. (Are School 
Savings Worth Saving?, p. 28), adver- 
tising director of the National Savings 
Bank, Albany, New York, is actively 
interested in the affairs of the Financial 
Advertisers Association. C. M. HARGER 
(How Banks Should Advertise Now, 
p. 29) is a director of the Abilene Na- 
tional Bank, Abilene, Kansas. 

J. Harvie Witkrnson, Jr. (Invest- 
ment Information, p. 30), vice-pres- 
ident of the State-Planters Bank and 
Trust Company of Richmond, Virginia, 
writes and speaks authoritatively on 
problems of bank operation. ADRIAN 


Real Estate 


Premiums in Course of Collection 


Total Admitted Assets ... 
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M. Massie (Municipal Bond Stand- 
ards, p. 31), vice-president of The New 
York Trust Company, New York City, 
is widely known as an expert on invest- 
ments, 

J. Raymonp Roos (Leadership Train- 
ing, p. 50) is cashier of the National 
Commercial Bank and Trust Company, 
Albany, New York. B. O. Moopy 
(Public Speaking Resources, p. 88) is 
vice-president of The First National 
Bank of Amherst, Massachusetts. E. C. 
Harwoop (Control of Savings With- 
drawals, p. 64) is associated with the 
American Institute for Economic Re- 
search, Cambridge, Massachusetts. BANn- 
crort MitcHELt (Rails or Utilities?, p. 
52) is in charge of public utility research 
and analysis at the City Bank Farmers 
Trust Company, New York City. He 
writes for a number of business publica- 
tions. 

J. E. LERossicnot (The Professor’s 
Credit Was Good, p. 20) writes fre- 
quently for Banxinc. He holds the 
deanship of the College of Business 
Administration, University of Neb- 
raska. 


$7,505,953.29 
7,211,691.50 
1,207,004.70 


1,157,591.31 Liabilities ....... 


RESERVE FOR CONTINGENCIES 
Total Liabilities Except Capital... 


2,473 491.37 
587,285.73 


$20,143,017.90 


SURPLUS TO POLICYHOLDERS (Insurance Dept. Basis) 


0 Bonds valued on amortized basis as prescribed by the Massachusetts and New York Insurance Departments. All 
$20, ae one stocks were valued at market the Surplus would be increased $268,868.34 making the Actual Surplus 


Bonds im the amount of $839,000 par value are deposited with various States as required by law. 


INSURANCE. 


Reserve for Unearned Premiums —........... 
Reserve for Taxes and All Other 


E. H. Corttrys (What Factors Do, 
p. 21) is associate financial editor of 
the New York Herald-Tribune. He 
presents here some interesting informa- 
tion about a little-publicized business. 
R. E. Doan (The Mechanics of Press 
Contacts, p. 23) was a contributor to 
the March issue also. He is director of 
public relations of the Denver National 
Bank. 

E. S. Woottey (Three Ways to 
Manage a Bank, p. 24) writes regularly 
on bank management subjects. GEORGE 
E. ANDERSON (In and Out of Bonds, 
p. 32) reports in this, and other articles, 
something about what is going on in 
Washington. KENNETH Mourcaison (A 
Building’s Life Expectancy, p. 26) has 
had articles in several recent issues. He 
is an architect by profession. JOHN 
FaRNHAM (Combating N.S.F. Checks, 
p. 77) isa San Francisco writer on finan- 
cial and practical banking subjects. A. 
PATTERSON FirtH (pages 86 and 87) 
was at one time a bank examiner in 
England. He is now president of Firth 
Financial Advertising, Philadelphia, 
Pennsylvania. 


MASSACHUSETTS BONDING” INSURANCE COMPANY 


BOSTON, MASSACHUSETTS 
T. J. FALVEY, President 


FINANCIAL STATEMENT 
DECEMBER 31, 1936 


Liabilities 


7,971,035.33 
4,969,752.23 


954,238.19 
__ $00,000.00 
$14,395,025.75 
$2,000,000.00 

3,747,992.15 

5,747,992.15 
$20,143,017.90 


other securities at market valuations. If 
$4,016,860.49 and Total Admitted Assets 


Transacts business throughout the United States, writing FIDELITY, SURETY and FORGERY BONDS and ALL KINDS of CASUALTY 
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A Friend-to-Friend Tip on y Financing 


94 


ee 
Howse things, Ed? Making money these days?” 
“We're doing a nice business and making some 
money. But we could do 25% more volume, and 
make more money, if we had additional resources.” 
“There’s an easy way to lick that problem. I 
was up against the same thing until I started sell- 
ing my open accounts receivable to Commercial 
Credit Company. No money troubles for me now.” 
“I’ve heard about that plan, but I always thought 
there was a catch in it somewhere. Don’t your 
suppliers’ credit men, or your bank object to it?” 


“Object? No, not when they understand the plan 
and its advantages. The quick cash lets me take cash 
discounts on my purchases. My credit is A-1 now. 
I can buy everything I need and at lower prices.” 


“And that’s only partof it. My bank balenceaverages 
much higher and my account is more desirable. My 
sales are up; I can operate to the limit of production 
now because as fast as I shipanorder, I get my money.” 


OMMERCIAL CREDIT COMPANY’S Accounts 
Receivable Financing Plan is ideally suited 
to the needs of manufacturers and wholesalers 
engaged in a normally active and potentially 
profitable business but hampered and restricted 


“How about your customers, Dick, don’t 
they mind having outsiders butting in on their 
deals and dunning them for payment if they 
get a little behind?” 


“Nobody butts in. My trade doesn’t even 
know about the arrangement. They get their 
regular terms, sometimes better terms than 
before. I collect their accounts as usual and 
forward the collections to Commercial Credit 
Company. Why don’t you try it, Ed? It’s just 
the kind of help you need now.” 


from expansion by lack of liquid capital. It is a 
legitimate, helpful banking service, flexible, de- 
void of red tape and available for temporary 
requirements or year-round use. All correspond- 
ence or consultation confidential, Write us: 


COMMERCIAL CREDIT COMPANY 


NEW YORK, Ny. Y. CHICAGO, ILL. BALTIMORE PORTLAND, ORE. SAN FRANCISCO, CAL 
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The Condition of Business 


Briefly 


Leadership Training 


Example of Investment Analysis 


Real Estate Accounting 


Charges That Mean “Don’t Do It Again” 
There Are Millions of Peter Mallers 


Pay Check Banking Service 
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Reach Future Customers Early 
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Atlantic Mutual Insurance Company 
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Carrier Corporation 
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CHASE 


Service to Correspondent Banks 


INVESTMENT CHECKINGS 


IN ADDITION to its securities safekeeping service 
and its facilities for the execution of purchase and 
sale orders, the Chase is helpful to correspondents 


in a number of other ways. 


Correspondents frequently seek information about 
commercial paper or acceptances which they are 


considering for investment. 


Such inquiries are immediately brought to the 


attention of the Chase officers directly in charge 


of the bank’s own investment portfolio. 


These officers welcome the opportunity to check 
investments for correspondents and exchange in- 
formation and opinions on matters of investment 
policy. 

THE 


CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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NEW YORK LIFE INSURANCE COM 


A MUTUAL COMPANY FOUNDED IN 1845 
INCORPORATED UNDER THE LAWS OF THE STATE OF NEW YORK 


The management of a life insurance company is 
one of the great assets which never appears in 
its balance sheet. The New York Life Insurance 
Company is actively managed by its Board of 
Directors who represent the 2,000,000 policy- 
holders of this mutual company. Every Director 


which meet regularly to supervise the Company’s 
operations. The Directors devote their experi- 
ence, their judgment, and the necessary time to 
this work in the interest of the millions of peo- 
ple protected by this cooperative, non-profit 


institution. The following men constitute this 
serves on at least one of five general Committees i : 


THOMAS A. BUCKN 
ALFRED L. AIKEN HOM 5 A. BUCK! ER GERRISH H. MILLIKEN 
Deering, Milliken & Co. 


EDWARD L. RYERSON, 


Company 
ALFRED = SMITH 


Empire State, Inc. 


J. BARSTOW SMULL 
J. H. Winchester & Co, 


PERCY S. STRAUS 


R. H. Macy & Co., Inc. 
RIDLEY WATTS 


ector, 
Chemical Bank & Trust Co, 


A BRIEF DIGEST OF THE 92d ANNUAL STATEMENT 
DECEMBER 31, 1936 


LIABILITIES and RESERVES 


Insurance and Annuity Reserve 


President, 


New 


NATHANIEL F. AYER 
Treasurer, Cabot Mfg. Co. (Textiles) 


A. BALLANTINE 
Root, Clark, Buckner 


NICHOLAS MURRAY BUTLER 


CHARLES A. CANNON 
Common Mills Co. 
polis, N 
GEORGE B. CORTELYOU 
Former the 
CORNELIUS eG. aes Treasury of the United States 
Bau RE harman of 
ident, Bowery Savings Bank Co. 
BUCENER 


PERCY H. JOHNSTON 
Chairman of the Board, 
Chemical Bank & Trust Co. 


Mor: WILLARD V. KING 
Retired 


Chairman a E. DOWLING 
New York 


City Investing Co. 


ASSETS 


United States Government, direct, or fully 
guaranteed, Bonds Present Value of Future Instalment Payments 


Dividends Left with the Company at Interest 
Public Utility Bonds oe 


Industrial and other Bonds. . Other Policy Liabilities 


Real Estate Owned (Including Home Office). 126,631 "821.63 
Foreclosed Real Estate Subject to Redemption 3,521,041.35 
First Mortgages on City Properties 


First Mortgages on Farms Reserve for Dividends payable to Policyholders 


Special Investment Reserve 


Bonds eligible for amortization are carried at their amortized values determined in accordance with the laws of the State of New 
York. All other bonds and all guaranteed and preferred stocks are carried at market values as furnished by the National Aseocia- 
tion of Insurance Commissioners. Securities amounting to $36,145,051, included above, are deposited as required by law. 


Over 199 million dollars was paid or credited in 1936 to policyholders and beneficiaries. This is a meas- 
ure of the Company’s service in a single year in providing human comfort and family protection. 

On December 31, 1936, the Company had 2,722,956 policies in force guaranteeing insurance protec- 
tion of more than six and a half billion dollars, to be exact, $6,660,968,484. 

The 451 million dollars of new insurance issued and the 46 million dollars paid to the Company by 
men and women for annuities in 1936 reflect continued public confidence and participatior in 
the cooperative security offered by the New York Life. 

As we enter 1937, New York Life continues in its preeminently strong financial position. 


A more complete report listing the securities owned by the Company will gladly be sent upon request. 


THOMAS A. BUCKNER, Chairman of the Board ALFRED L. AIKEN, President 
51 MADISON AVENUE, NEW YORK, N.Y. 


SAFETY IS ALWAYS THE FIRST CONSIDERATION . 


. NOTHING ELSE IS SO IMPORTANT 4 


CHARLES D. HILLES 
New York Sete, ; 
Employers’ Assurance Cord. 
HALE HOLDEN 
Chairman of Southern Pacific Co. as “4 
HERBERT HOOVER j 
Former President of the United States 
Palo Alto, California a 
Per Cont of 
each item to 
Total Assets 
Cash on Hand, or in Bank. ............++++++ $61,082,294.13| 2.54 $1,957,638,266.00 
16,054,897.36 
Canadian 57,048,825.88| 2.37 
Foreign Bonds.........+seccsesccevccccsecces 317,330.50 01 Premiums, Interest and Rents Prepaid......... 11,284,946.% 
3.50 
5.27 Miscellaneous 3,337,471.86 
Gor Tames 5,856, 238.81 
38,233,060.00 
Interest and Rents Due and Accrued......... 29,154,196.50| 1.21 50,000,000.00 
Net Amount of Uncollected and Deferred 
cc 6.26 Surplus funds reserved for general contin- 
TOTAL... | 100% 
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Forty-Nine Banking Systems 


BANK supervisor under present conditions should not 
A be called upon or expected to have an experience suffi- 
Gently broad to supervise every other type of financial 
inetitution under state control. In several states the problem 

s been partially solved by separating the departments of 

‘king and insurance. In other states, including New 

. , the commissioner or superintendent is responsible for 
the supervision of not only state-chartered banks, trust 
companies and savings institutions, but as well, insurance 
companies chartered or licensed to do business within the 
sate, building and loan associations, personal loan agencies, 
gedit unions, mutual benefit societies, pawnbrokers, title 
and mortgage guaranty companies, and even cemetery as- 
sociations! 

Deputies and examiners, upon whose shoulders in the final 
analysis rests actual examination of the banks and recom- 
mendation for the correction of unsound practices, should be 
sdected only on the basis of their experience and compen- 
sated on a strictly merit basis according to their ability. 

Bank supervisors might generally and with propriety be 
given wider latitude in the granting or rejection of charters; 
the power to order discontinued unsound practices when 
mvealed by examination and even the right, after proper 
hearing, to direct changes in management and to remove 
gficers when their conduct is found detrimental to the 
salety and welfare of an institution. These broader powers 
are of course predicated on the recommendations previously 
made looking toward greater stability and wider experience 
in bank supervision. 

Generally speaking, the supervision of national banks, by 
meason of longer and wider experience has been made more 
miform than evident in many of the states. The disadvan- 
tage, if any, would rest in the practical difficulty of attempt- 
ing to enforce standards of regulation and conduct for all 
tational banks throughout the country, without due regard 
to local or sectional differences in conditions and develop- 


ment. Supervisors and examiners, on the other hand, for the 
most part are “career” men, and derive their experience 
from the examination of institutions over wider areas than 
sometimes possible within the confines of a single state. 

There are still, in many sections of the country, too many 
banks, and the weeding-out process must inevitably con- 
tinue. Sound mergers, consolidations, and even the sensible 
extension of branch banking, may help in the solution of this 
problem, which looms next most important in the program of 
reconstruction. 

I firmly believe and have faith in the American system of 
dual banking, under which this country has grown and pros- 
pered, faith which has not been shaken even by the disastrous 
consequences of the recent past. 

At the same time, I am not unmindful of the dangers in- 
herent to any system which will in effect permit of 48, or 
rather, including the national, 49 different banking systems, 
each with its own laws, supervision and control. 

I accordingly believe that with all its virtues, if our dual 
banking system is to survive, there must sooner or later be 
brought about a greater degree of uniformity, not only in the 
laws of the several states, but in their standard of supervision 
and practice. Add to this, a coordination of the requirements 
and objectives of the various Federal agencies, and you will 
find much of the uncertainty and confusion of the present 
situation eliminated, and the American system of banking 
well on its way to permanent stability. 

In aiming toward this objective, the responsibility in a 
large measure rests upon your shoulders. Individually, you 
must look beyond your own vault doors, and as an associa- 
tion, both within and beyond the borders of your own state, 
view the banking structure of the country as a whole, and 
then lend the best of your efforts toward its accomplishment. 
—Car_ K. WITHERS, New Jersey Commissioner of Banking 
and Insurance, before the Sprinc SAviINGS CONFERENCE, 
A.B.A. 


America’s Golden Age 


peact ICALLY every American returning from foreign 

shores is thankful for what America offers in the way of a 
better life as compared to any other country. In this Golden 
Age of physical and scientific development, America un- 
doubtedly has the center of the stage. 

We who live in this age cannot properly evaluate it. The 
truth is that we have travelled farther along the road to a 
safer and more enjoyable life in the past 100 years than in all 
the preceding centuries of recorded history. 

Some persons who refuse to give modern inventions their 
due even go so far as to say that inventions brought machines 
into the world and all our woe. As far as I can observe, no 
Mvention and no machine is an unmixed good. When the 
nilroads replaced the canals they provided employment and 
Caused unemployment at the same time, depending on 

you worked on a canal boat or a train. The automo- 
seemingly is crowding out other transportation in some 
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communities, again causing both employment and unem- 
ployment, joy and sorrow: unemployment to the village 
blacksmith, employment to the hot dog vender. 

During all this Golden Age, society has had growing pains. 
If we develop and grow we must change, and change is al- 
ways painful. But it is significant that during this Golden 
Age of more and more machines the working hours have 
dropped from 14 hours a day to 8 hours a day. And during 
that time employment actually increased and men made 
more because they had more machinery to help do their 
work. As a result, goods were multiplied and made less ex- 
pensive. The comforts and every day conveniences which are 
within our capacity to purchase and own today were un- 
heard of in our grandfathers’ time. Under our standard of 
living we own more machines, all working for us and per- 
forming some useful service, than the rest of the world 
combined. 


97 


It is interesting to consider how and why we happen to 
have so many luxuries and conveniences and so many 
mechanical and scientific machines and inventions working 
for us right now. In other words, how does this happen to be 
the Golden Age, as we see it? The answer lies in the fact that 
every business is striving to make its products better and 
more useful. Huge research laboratories attest the value 
which business places on improving its products or finding 
something better. And isn’t it true that not a single modern 
invention or device would have attained the position it holds 
in our life but for the fact that we needed it, we had use for it, 
we wanted it? 

If machines and inventions have brought some evil with 
them we should not find too much fault because we, the 


A Forecast of Money Rates 


— serious thinking economists are predicting that 
irrespective of the supply of money, long-term interest 
rates are bound to rise due to the decrease in the savings 
power of the nation. Yields on long term bonds depend upon 
the relation between savings and the demand for capital. 
But while the demand for capital will undoubtedly increase, 
the supply in the form of savings will decline. 

Their argument, briefly stated, is that corporate surpluses 
have been the most lucrative source of new national capital 
and that the tax on undistributed income of corporations 
“has almost completely destroyed this source of capital.” 
Is this a statement of fact? If, for example, a corporation 
has a net taxable income of $1,000,000 and does not wish 
to pay any dividends, its total tax will amount to about 
$350,000. Hence the undistributed corporate surplus tax 
permits the accumulation of surpluses and the ploughing 
back of savings into plant and equipment. But even if the 
corporations should decide to pay out their earnings in 
dividends, it stands to reason that a part of the dividends 
will find its way back to the capital market. The tax on 
undistributed corporate income may be subject to criticism, 
but it does not destroy the surplus of corporations as a source 
of new capital. 

The second reason given for a possible decrease in the 
supply of capital is that the various forms of surtaxes and 
graduated income taxes have greatly curtailed the power of 
the wealthy to save. This, of course, cannot be denied. 
However, income taxes have been very high in England for 
many years but the ability of the English capital market to 
absorb new capital has in no way diminished. Heavy taxa- 
tion for a country that has no foreign debt merely means a 
redistribution of the national income. It may prevent over- 
expansion of industry and create a greater demand for 
consumption of goods. However, depressions and the col- 
lapse of values, including bonds, were almost always caused 
by the over-expansion of capital goods. 

The third argument presented for the decline in savings 
is that the small fellow who keeps his money in savings 
deposits will no longer be able to accumulate savings to the 
same extent as in the past. It is stated that before the sharp 
decrease in interest rates took place, savings in savings 
banks increased 4 per cent to 414 per cent per annum rep- 
resenting the interest left on deposit. Today this has been 
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people, have worked to produce this Golden Ag 
in our hearts that the fruits of our labor are 

Our modern standard of living has brou 
a new point of view. In America every man is a potential 
inventor. He is, at least in theory, an embryo creator Ofte 
he comes from a humble station in life and it is significon 
that our standard of living which invention and sclentte 
discovery have made possible, gives to each man an oppor. 
tunity to develop his own capacity to the limit of his ability 
without artificial restrictions, either of birth or envir it 


e and know 
good. 


ght new leisure and 


And not the least of the gifts that science has heats — 
‘ er de 
this Golden Age is a gift of 10 more years of life in which to fat 
enjoy it.—A. W. Rosertson, Chairman, Westinghous 
Electric and Manufacturing Company, in a radio address, ponte 
$0 great a 
1927. Sec 
Governm 
supply of 
recovery 
decline 0 
lapse of 1 
cut to about 2 per cent. This fact, too, cannot be denied, Porto 
However, in this connection it must be realized that during ener 
the depression mortgage financing has assumed an entirely increase 
different character. At present practically all newly created table. H 
mortgages carry amortization provisions. According to esti- suing in 
mates of the National Industrial Conference Board, the total a sharp 
mortgage indebtedness in the United States at the end of riod o! 
1935 amounted to $36,000,000,000. Amortized at 2 per cent ae to 
per annum this amounts to about $700,000,000. Even if cut , 
in half it would provide a sizable sum in the hands of the 
mortgagors for new investments. 
Let us endeavor to ascertain the probable trend of interest 
rates. A careful analysis leads to the conclusion that short 
term rates should increase, long term Government securities 
should remain more or less unchanged, fluctuating within a 
narrow range, triple A bonds should witness a decline in 
price, with a corresponding increase in yield. ere 
After May 1, 1937, excess reserve balances of the member chal 
banks will be reduced to approximately $500,000,000 iact, by 
but it is doubtful whether this amount will remain u- it heh, 
changed for any length of time. The continued increase in 9 am 1 
the volume of currency in circulation, the creation of depos- Jf jem js 
its through the influx of gold and the possibility that loans J gratio 
may also increase, indicate that excess reserve balances may pethap 
soon be liquidated. With the liquidation of excess reserves Bf pecesgi 
short term interest rates, which have shown the greatest 4s the 
decline, will rise because banks will be unwilling to invest J gn fo 
their funds in credit instruments yielding them less than The 
half of one per cent. be tac 
Long term Government bonds may be considered in? teyivi 
class by themselves. in the first place, Government bonds J attem 


enjoy certain advantages over other high-grade bonds. 
Secondly, the public debt of the Federal Government has in 
all probability reached its peak and from now on the amount 
of Government obligations held by the public, including the 


panks, should decline and this, coupled with the operation Alt 
of the Old Age Pension Fund should exercise a favorable 9 have 
influence on the long-term Government bond market. The custo 
funds accruing to the Old Age Pension Fund must be i 9 Hoy, 
vested in bonds yielding 3 per cent. Since such bonds ar 9 diviq 
not available in the market the Government will issue} J little 
per cent bonds to the Fund and it is hoped the proceeds wil F tank 
be used to repurchase maturing Government obligations. 9 adve 
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The Old Age Pension Fund and the other funds accumulated 
py the Government and which are invested in its securities 
gill exercise a stabilizing influence on the Government bond 
market. Furthermore, Government securities today offer 
the greatest liquidity to the banks because they are readily 
envertible into cash. In view of the fact that the holdings of 
digible paper by the banks is relatively small, it may be 
expected that in the future banks will rely more and more on 
Government securities for liquidity. 

Long term corporate bonds have seen their peak and a 
further decline is almost inevitable. In the first place, prices 
of long term Government bonds have increased too rapidly, 
and therefore the discrepancy even today between long-term 
corporate bonds and long-term Government bonds is not 
so great as it was during the more normal period from 1924 to 
1927. Secondly, while it is to be expected that the supply of 
Government bonds will decrease, a further increase in the 
supply of corporate securities is bound to take place as the 
recovery in the heavy goods industries broadens. A slow 
decline of corporate bonds, however, does not mean a col- 
lapse of the bond market. 

In conclusion, all indications are to the effect that the 
downward trend in interest rates has come to an end. A 
material increase in short-term money rates and a slight 
increase in yields of triple A corporate bonds seems inevi- 
table. However, no break is to be expected during the up- 
swing in the business cycle. Past experience has shown that 
a sharp decline in long-term bonds takes place only in a 
period of great economic stress. The greatest decline in bond 
prices took place during 1932 and in the early part of 1933, 


when the country was confronted with an unparalleled 
banking crisis and when most banking institutions were 
anxious to convert their investments into cash. A period of 
rising prices and of business recovery, particularly when 
accompanied by confidence, shows but minor fluctuations 
in bond prices. Only fear can cause a sharp decline in the 
bond market: fear of a drastic increase in interest rates, 
caused by stringent credit control to curb inflation. Fortu- 
nately, the Board of Governors of the Federal Reserve 
System, which has great control over the money market, is 
not obsessed by a psychology of fear. 

The Board, in raising reserve balances to the limit per- 
mitted by law, has shown considerable courage and inde- 
pendence of action, and a clear understanding of the credit 
problem. The efforts of the Treasury to sterilize new gold 
and the fact that no new money was raised for the March 15 
financing, show the desire of the Government to prevent an 
injurious expansion of credit. The Board of Governors has 
more power over the money market today than any Govern- 
ment agency has ever enjoyed in the history of the country. 
Through its spokesmen, the Board has on several occasions 
reiterated its belief that money rates will continue to remain 
low. 

Should speculation develop and should more rigid con- 
trol become necessary, the Board of Governors will un- 
doubtedly adopt qualitative credit control to prevent the 
use of bank credit for speculative purposes without penaliz- 
ing legitimate business—Marcus NAbDLeER, Professor of 
Finance, New York University, before the Sprinc SAVINGS 
CONFERENCE, A.B.A. 


An Investment for Small Capitalists 


[' seems to me that today the savings account is being 
challenged from every side by numerous agencies—in 
fact, by almost everyone who has something to sell, whether 
it be labeled an investment or a commodity. Most certainly 
Iam not presuming to suggest to any banker how this prob- 
lem is to be handled; that is entirely an individual demon- 
stration. I do feel, however, that savings bankers can 
perhaps best answer this challenge through realizing the 
necessity for renewed interest in selling the savings account 
as the ideal investment for the average man or woman and 
one for which there is no substitute. 

There is a great job ahead of banks and one that should 
be tackled both individually and collectively. It is a task of 
f ‘eviving public interest in savings and thrift rather than 
attempting to create a new interest. Undoubtedly we shall 
always be trying to obtain new savings depositors, but 
during this long period of low interest rates there has been 
a decided lapse of savings advertising and public relations 
activity, the full force of which has not yet been felt. 

Although thousands of banks throughout the country 
have been restricting the amount to be accepted from savings 
customers, total deposits are slowly but steadily increasing. 
However » I question whether the same ratio of gain in in- 
dividual depositors is being maintained. Therefore there is 
little doubt but that today is the opportune time for savings 

ers to be planning a carefully thought out campaign of 
advertising and public relations work that will very defi- 
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nitely focus the attention of the public and the nation on the 
economic value of thrift and just what thrift’s achievement 
has meant to this country during these long years of un- 
settled business conditions. 

Three definite thoughts, it seems to me, may prove of 
importance in the future development of savings banking. 

First, the rapid increase in business and the rise in wages 
are already resulting in the masses of the people, wage 
earners, salaried people and farmers, obtaining a larger share 
of the national income. 

Second, it is but human nature and the disposition of the 
average man or woman to spend presently or in the near 
future practically all of their income. Insurance statistics 
supply ample proof of this even if general observation did 
not confirm it. A very small percentage of any population 
group ever reach 65 years of age and have saved enough to 
care for them in old age. 

Third, in view of the increased amount of the national 
income which will be distributed to the masses of the people 
and in view further of the disposition of the great majority 
of people to spend for consumable goods all of their current 
income, what an obligation rests upon savings bankers and 
all others connected with thrift institutions to urge people 
under the new dispensation to become more thrifty. What 
an opportunity there is in this respect for a worth while 
public service among the banks of America! 

It is true of course that bank earnings for some years have 
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been discouragingly low, but all indications now seem to 
point to a brighter outlook for general business improve- 
ment. While certainly a savings bank is in no sense a 
philanthropic institution, nevertheless every savings banker 
owes a very definite obligation to his immediate community, 
particularly just at this time, unselfishly to encourage and 


foster the ideals of thrift as a real contribution to o 

country’s future prosperity and financial stability —Noms 
R. Jones, President, Savings Division, American Bankers 
Association, and Savings Executive, First Nationa] Bank 
St. Louis, Missouri, before the Sprinc Savincs Conver. 
ENCE, A.B.A. 


The Flavor of Bank Advertising 


jos advertise their services today most banks employ 
modern typography and layout of the current commer- 
cial type, rather than the funereal sort of ads which for so 
many years characterized financial advertising. Yet, because 
financial institutions are conservative and dignified, their 
advertising must follow in flavor the better to reflect the 
general conception of the profession. 

In its advertising, a bank must depend upon legitimate 
illustration and headline; it cannot go too far afield either in 
dramatizing its wares or in the language it employs. It must 
adhere to the truth, avoid extravagant claims, omit com- 
parisons, and practice restraint in all it says. Other adver- 
tisers can well learn a lesson from financial advertisers in this 
studied employment of understatement. A bank becomes 
boastful and destroys confidence. A bank emphasizes its 
strength and confesses weakness. A bank gives the impres- 
sion of infallibility and commits error. So it engages in un- 
derstatement, to its better advantage. 

There is a growing similarity between commercial adver- 
tising and financial advertising, the latter taking on as much 
as it possibly can the best characteristics of successful com- 
mercial advertisements. This is true in matters of illustration 
and layout, but not in copy. Commerical advertising in its 
most dignified phases is similar to the liveliest of financial 
advertising. Each can well afford to borrow freely from the 
other. 

Commercial advertisers in the past few years have made 
the most exhaustive use of premiums to sharpen the interests 
of dealers, distributors, jobbers’ salesmen, and even the 
consumer. Banks, on the other hand, almost universally 
have learned the sad lesson of savings and bank accounts 
secured through premiums; and bankers generally become 
slightly ill when they reflect upon the money they have spent 
in the past to secure accounts through the use of a temporary 


expedient when, they have discovered, the very nature oj 
their business required no such medium. 

The ever-present need for volume in the commercial 
world finds no counterpart in the field of finance. We are les 
interested in volume as an immediate objective. Much of oy 
business is based upon factors which the commercial world 
need not consider in its relationship with its ultimate users, 
But to use many of our services, our prospects must qualify 
first in character, responsibility, desirability and ability. In 
some of our departments it is necessary to appraise a custo- 
mer as to desirability while in most commercial activities no 
such qualification is essential so long as the customer has 
sufficient cash laid on the counter in exchange for a product. 

And really, that is the reason you find financial advertising 
somewhat dull. We are almost required by the nature of the 
business to use sufficient restraint that the bars are not let 
down indiscriminately. In other words, character, in certain 
of our services, is essential. So we pitch the advertising per- 
haps a little high so that we can practice selectivity before 
the person comes to the bank. 

Once a prospect becomes a customer of a bank he must 
conform to the regulations of the bank imposed upon it by 
law. This is necessary in the interest of sound banking, and 
to meet the exacting examinations of the bank. 

Banks, for the most part, are convinced that advertising 
is essential, if not actively to sell their “goods’’, then for its 
reminder value. Its measurement frequently lies in the year- 
to-year growth of the institution. Its justification comes by 
analyzing each department’s progress in terms of the ad- 
vertising outlay. Each bank seeks to discover what in its 
own personality and set-up is peculiar to it alone, and majors 
in that theme.—J. Mitts Easton, Advertising Manager, 
The Northern Trust Company, Chicago, in a lecture spon- 
sored by the CHicaGo FEDERATED ADVERTISING CLUB. 


What Rate Savings? 


UR mutual savings banks can and should maintain uni- 

form dividend rates on deposits and such rates can and 

should be somewhat in excess of the rates paid by commer- 
cial banks in their savings departments. 

We should be able to earn on our invested funds at least as 
large an income as would be earned in the competing com- 
mercial banks. As a matter of fact, the investments of savings 
department funds in the state banks in Connecticut are 
subject to the same limitations as those in our mutual sav- 
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ings banks. Therefore with us it becomes a matter of man- 
agement and certainly with the long investment experience 
that our officers have had, we should be able to get as sats 
factory returns as with those in commercial banks. _ 
But there are some favorable factors in mutual savings 
banks which should enable us to distribute more income 
our depositors than do the commercial banks. First and 
foremost is the fact that we have no stockholders to col 
sider. In a commercial bank, of course, the stockholders art 
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entitled to a fair return on their investment, and this must 
necessarily be taken into account when the rate of interest 
on savings and time deposits is determined. In a comparison 
of the two types of institutions the stockholders’ interest in a 
commercial bank is represented by the excess of assets over 
deposits, whereas in a mutual savings bank such excess of 
assets, although technically belonging to the depositors, does 
not share in any distribution of earnings. Therefore the 
earnings on our surplus funds can properly be distributed to 
our depositors as part of their regular dividends. 

Furthermore, the fact that we are not subject to reserve 
requirements should work in our favor, and of course, in 
those states where the mutual savings banks are not al- 
lowed to come under the Federal Deposit Insurance Cor- 
poration, there is the added saving of the F.D.I.C. assess- 
ment. 

It would be almost impossible to arrive at comparative 
costs of operations, especially as the commercial banks do 
not always allocate the expenses of their savings depart- 
ments from those of their commercial departments. I feel, 
however, that as a rule mutual savings banks are operated 
at a lower cost per $100 of deposits than are the savings de- 
partments of commercial banks. In Connecticut the average 
expense, including salaries, is about 60 cents per $100. 

Taking all these facts into consideration, it is quite reason- 
able to suppose that mutual savings banks should be able to 
maintain in their distribution to their depositors a differen- 
tial of at least 14 of 1 per cent over the interest rates paid on 
savings accounts by the commercial banks. 

There is still a considerable lack of uniformity in the rates 
paid by our banks throughout the country, partly due to 
regulations by supervising authorities. In some cases I be- 
lieve the rates are too low, and in some cases, too high. A 
reasonable rate would approximate or slightly exceed the 
return on long time Government or high-grade corporation 
bonds. Our banks have, on an average, about half of their 
assets in such securities and the remaining half is invested in 
loans on real estate. These loans during the last few years 
have not shown a very large return, but when we consider 
the average return over a period of 10 or 20 years, such mort- 
gage loans have probably netted a better income than any 
other form of securities. The great difficulty in the past has 
been that most of the income in periods of prosperity was 


paid out in the form of dividends, and not enough attention 
was paid to the possibility of reduced income from this 
source later on. 

I believe we have all learned the lesson that investments 
in mortgage loans must be watched as closely as investments 
in other forms of securities, and that through amortization 
of loans or through reserves set up for possible losses, such 
losses as we have sustained through the last few years can be 
avoided. 

In order, however, that this may be accomplished it is 
quite essential that uniform rates throughout certain sec- 
tions should be established and competition in rates elimi- 
nated. In some cases these would be established by the super- 
vising authorities, but it seems far more desirable if they can 
be established by the cooperation of the banks themselves 
with the various governmental departments. This, I believe, 
is possible, for my own experience leads me to believe that 
banking departments as a rule desire to cooperate with the 
banks under their supervision in every method which will 
insure strong and well-managed banks that through such 
institutions the public interest may be protected. 

In any movement towards establishing uniformity of rates, 
it is highly important that the status of the smaller and 
weaker banks be given full consideration. It is to the interest 
of the larger and stronger institutions that all our savings 
banks maintain a strong position in their various communi- 
ties. The failure of one small bank would bring discredit upon 
the mutual savings bank system as a whole and every effort 
should be made to enable even the smallest institution to pay 
its dividends and lay up something in its surplus and reserve 
funds. 

On the other hand, care should be taken if possible that 
dividend rates are not so low as to drive away deposits, es- 
pecially those of the small depositor. There are times, of 
course, when the earning power of money is at a minimum, 
but such periods do not last forever, and during years of 
larger returns we should be able to accumulate surplus and 
reserves which would make it unnecessary to drop too low on 
dividend rates during the periods of low money rates. 
Agreements for uniform minimum and maximum rates 
should make this possible-—GrorGE J. Bassett, President, 
Connecticut Savings Bank, New Haven, before the SPRING 
SAVINGS CONFERENCE, A.B.A. 


When Taxpayers A-Scalping Go 


BECAUSE an increasing portion of our taxes are invisible, 

they are becoming increasingly dangerous. The extent of 
the tax is adroitly concealed from our view. Precisely herein 
lies the danger because legislators, hard put to find funds to 
maintain the army of bureaucrats and their schemes, have 
been quick to realize that taxes collected through the retailer 
are largely concealed taxes, stealthy, unseen, sneaking taxes, 
Which could be pushed to a surprisingly large total, without 
causing an aroused electorate to march wrathfully to the 
polls and demand, and take, their political scalps. 

A few common items illustrate the extent of these unseen 
taxes. When Mr. Farmer buys a new pair of overalls he pays 
no less than 48 taxes accumulated on the long road from the 
cotton grower through the ginner, the mill, the bleachers and 
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dyers, the manufacturers of buttons and buckles, the trans- 
portation companies, the wholesaler and the retailer, every 
one of whom had to account for his taxes as a part of the cost 
of doing business. The man in overalls pays—not the eco- 
nomic royalist. 

When your wife buys a new dress she pays 125 taxes. Your 
pair of shoes claims 126 taxes. The rancher who raised the 
animal paid 9 taxes. The transportation companies paid 16. 
The findings producer paid 12; the packer paid 15; the 
tanner paid 14; the manufacturer of shoe strings, rubber 
heels, etc., paid 14; the shoe manufacturer paid 14; the shoe 
wholesaler paid 16; the retailer paid 16. You paid them all. 
There are 154 taxes on soap—even the poor man’s soap, just 
as on the poor man’s shoes and overalls. 
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There are 53 taxes on a loaf of bread. No wonder bread 
doesn’t always taste just right! One pharmaceutical concern 
reports that it pays 378 different taxes. The average annual 
tax per telephone in the United States is $6.76. The ’phone 
user pays—not the telephone company. Taxes take one- 
sixth of the average light and gas bill. There are 71 special 
taxes levied in the oil industry alone—paid by the man who 
uses oil—even by the farmer when he tunes up the old sulky 
plow or stops the squeak in the grindstone. Oil and allied 
products pay 134 general taxes. Taxes on the petroleum 
industry and its products constitute $1.14 per barrel, of 
petroleum produced. The average tax on gasoline in 1935 
constituted 26 per cent of the sale price. A 5 per cent Federal 
manufacturers’ sales tax is imposed on toothpaste and mouth 
washes. Taxes take from one-tenth to one-third of the 
family’s rental bill. 

Cosmetics pay a 10 per cent Federal manufacturers’ 
sales tax. Wood matches are taxed 2 cents per 1,000. Certain 
jewelry is subject to a 10 per cent manufacturers’ sales tax. 
Automobiles pay a 2 per cent manufacturers’ tax. Mechani- 
cal refrigerators pay a 5 per cent manufacturers’ tax. Thus 
the story goes on endlessly, until you are finally ushered from 
the scene in care of the undertaker. At that point, and in that 
process, you are given a warm sendoff with only 157 hidden 
taxes to pay. 

The total cost of government—Federal, state and local— 
is something like $17,000,000,000 per year. The total income 
of all the families in the nation who receive $5,000 a year or 
more amounts to $13,000,000,000 per year. These families 
are so few in number that their total annual receipts, if 
entirely confiscated, would fall $4,000,000,000 short of 
paying for Government spending. The sober fact is that over 
70 per cent of our 125,000,000 population is composed of 
families living on $20, $30, $40 and $50 a week pay enve- 


O*E of the conditions at which the original provisions of 

the Federal Reserve Act were aimed was the use of bank 
funds to finance stock market speculation. It has always been 
clear that the Act sought to make credit ample for com- 
mercial, industrial, and agricultural purposes without en- 
couraging its speculative use; but the difficulty has been to 
make measures of control work in one field without produc- 
ing corresponding but undesired results in the other. 

A discount rate that was advantageous to agriculture was 
advantageous to speculation, and a rate that was disad- 
vantageous to speculation was disadvantageous to agri- 
culture. This difficulty in the way of discriminating between 
the possible uses to which credit might be put was character- 
istic of attempts to reach the objective by control from the 
angle of supply. It appears to be obviated in the new pro- 
visions, which attempt to reach the objective from the angle 
of demand. 

The power which has been given the Board to impose and 
relax restraints upon the demand for credit for speculative 
purposes is definitely selective. It is aimed at a particular use 
of credit and at the specific channels through which demand 
becomes effective. For this purpose, the powers of the Board 
are extended outside the Federal Reserve System to reach 
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Credit Where Credit Is Due 


lopes. Sixty per cent of the 20,000,000 families in the $59 

week or less class, even in the boom year of 1929, had taco 
incomes of $1,500 or less. When confused thinking is brushed 

aside it all boils down to the fact that it is the family which 
must spend nearly every cent it takes in for the Necessities of 
life, that today must pay the bulk of the tremendous tax 
load now being imposed upon the American people. 

Those who prate of soaking the corporations are either in. 
sincere in their statements, ignorant of the simplest economic 
principles, or devotees of the cooperative commonwealth 
idea. It is high time for the common people to put on their 
thinking caps and do a little sober meditating on this ques. 
tion of who pays the taxes. The time is arriving when the tar 
spending politicians must be curbed or they will utterly de. 
stroy this democracy, if they have not already done so, We 
shall soon discover that we shall have to tax ourselves to the 
brink of pauperism in order to avoid governmental bank. 
ruptcy and repudiation of debts. 

The time must come, and quickly, when the people no 
longer will give ear to political quacks who, defying the ex. 
perience of centuries, and counting billions upon billions, 
have rushed in to solve the depression by spending more, to 
create wealth by producing less. We must rid ourselves of the 
sham liberals who are liberal only in riding on the bent backs 
of taxpayers. We must get rid of alphabet doctors who have 
turned our citizens into guinea pigs to be experimented upon 
with successive shots and ever increasing doses of social and 
economic reform hypodermics. I am fearful that the guinea 
pig will become so loaded with hypos that he will turn up his 
heels and die. Let no one be deceived. “Taxes are paid in the 
sweat of every man who labors, for they are a burden upon 
production!”—W. R. Youncguist, Vice-chairman, Tax 
Committee, 1935, Minnesota House of Representatives, 
before Group I, WISCONSIN BANKERS ASSOCIATION. 


directly also brokers and even non-member banks. The new 
powers differ from those of discount, because while the latter 
may be exercised to discriminate against paper directly in- 
volved in speculative uses, they cannot prevent the specula- 
tive use of funds procured by the discount of paper not 
directly involved in speculation. 

The new powers also differ in effect from the power to 
conduct open market operations, which influence the total 
amount of funds but not the uses to which they can be put. 
The same thing is true of the power to alter reserve require- 
ments. The power to take direct action can be used to dis- 
criminate against the speculative use of credit, but only in 
individual cases. The new powers with respect to margin 
requirements, however, are under no such limitations. 

Although the five means by which credit control may be 
exercised—discounts, open market operations, direct action, 
reserve requirements, and margin requirements—appear to 
be very comprehensive and powerful, it would be a mistake 
to convey the impression that a perfect control of credit wil 
be effected through them. In the first place, their application 
cannot be mechanical nor governed by simple unvarying 
rules. Credit and economic relationships are extremely i- 
tricate, and the circumstances under which the need for ac- 
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tion arises are always to some extent different and special. 
let me mention a few things that complicate the task of 
credit control. 

For one thing, there has never been a time when the mem- 
bership of the Federal Reserve System included as many as 
half the banks in the country. It does not now. The majority 
of banks in the United States are outside the System, al- 
though it is true that the System includes most of the large 
gnks and that it, therefore, includes the bulk of the banking 
business of the country. 

For another thing, United States Treasury activities must 
be taken into account. These have to do in part with the 
operations of the Exchange Stabilization Fund and the issue 
of circulating media, e.g., coins, silver certificates, and 
United States notes; and in part with the public debt, and 
the Government’s receipts and expenditures. These opera- 
tions involve large sums and intimately affect the banking 
and credit situation. 

Finally, there are conditions that arise not only outside the 
System, but outside the country, and yet affect the domestic 
banking situation powerfully. There is, for example, the 


recent great movement of gold from abroad—a movement 
that in the last three years has added four billion dollars to 
the reserves of member banks. 

These factors, among others, necessarily limit and modify 
the exercise of credit control. 

The Board in Washington is constantly in touch, through 
the Federal Reserve banks, with the general credit conditions 
of the country. The Board has data supplied to it by the 
Federal Reserve banks’ statistical departments, and it has its 
own research and statistical department in Washington, 
which presents facts and figures constantly, so that it may 
know what is going on. The Board compiles and publishes in- 
formation bearing on banking and credit conditions, here and 
abroad, and includes data on production, employment, trade, 
and prices. No other central banking organization in the 
world makes available such comprehensive information on 
domestic banking and business developments. Banks receive 
this information monthly in the Federal Reserve Bulletin.— 
M. S. Szymczak, Member, Board of Governors of the Federal 
Reserve System, before WINSTON-SALEM CHAPTER, AMERI- 
CAN INSTITUTE OF BANKING. 


An Infinite Number of Gravestones 


WE have been living in an age in which there has been an 
increasingly vast stream of new knowledge coming into 
the world. Primarily, it comes, of course, from the funda- 
mental research laboratories of our great institutions of 
learning. Much, if not all, of that new stream of knowledge is 


potentially applicable to practical things, and the fact that it 
isa large and ever increasing stream is becoming more and 
more obvious and more and more utilized by so-called 
“practical people.” 

The recognition accorded the industrial research organ- 
izations associated with businesses which are grounded on 
science has been growing—growing in numbers of these 
organizations, in their size, and in their efficiency of work. 
It seems to me that in many businesses industrial research 
isprobably the most important thing that business can con- 
cern itself with if it has regard for its future well-being and 
its future safety. I don’t mean to be interested in it simply 
by the use of words or the setting up of dummy laboratory 
projects which are labeled this or that, but I mean in real 
scientific exploration. 

If one looks back over industrial history one finds almost 
an infinite number of gravestones which indicate the dangers 
of not possessing a forward-looking knowledge and utiliza- 
tion of the things which are potentially available in the field 
of science. 

Three examples come to mind of how dangerous it is to 
assume fixation for a present situation either for a nation, a 
vast industry or even a part of an industry. The first affects 
the integrity of a nation’s economy: the situation in Chile, 
where a whole national economy was based in the last 
analysis on the sanctity of one raw material, sodium nitrate. 
The world’s supply of fixed nitrogen was largely dependent 
upon the Chilean supply, and the whole economy of the 
tation was based on the income from the exploitation of that 
tatural resource. But out of science has come, in the last two 

€s, means for producing fixed nitrogen artificially, 
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which destroyed or largely destroyed the basis of that 
economy. 

Take another case where an industry grew out of science— 
our electric street railroads, our interurban roads, which 25 
or 30 years ago were looked upon as more or less fixed in- 
struments in our domestic civilization. Out of that same 
science from which they sprang came also the internal com- 
bustion engine, which in its application to the automobile 
has resulted in the complete or almost complete destruction 
of the industry. 

Or take the silent motion picture, where with the coming 
in from the outside of another adaptation of science a whole 
industry had to be shifted over from one kind of operation to 
another. 

So whether it is for the internal protection of an industry 
which wants to advance in its own field or for its protection 
against the incursion of something from the outside, in the 
last analysis if that industry is based on an application of 
science, it behooves the industry to look keenly to its interest 
in organized scientific research. If I were interested in a 
large way in the financial aspects of industries involved in 
applications of science and whose future I wished to guard, I 
would be very much more concerned with finding out what 
the attitude of management was toward organized scientific 
research in their own field, and the way in which they 
carried it out, than I would in any other aspect of the busi- 
ness. 

This because no amount of good organization, no 
amount of strength of financial structure, no amount of good 
salesmanship can counteract the destructive effects of some- 
thing which may spring almost overnight out of some new 
discovery in science, or the application of old knowledge by 
people quite outside of one’s own business.—FRANK B. 
Jewett, Vice-president, American Telephone & Tele- 
graph Company, and President, Bell Telephone Labora- 
tories, Inc., before the Bonp CLus or NEw York. 
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Government in Business 


i ey past four years have witnessed the greatest extension 
of Government activity into the economic field this 
country has ever known in time of peace. 

This movement has taken three forms. There has been an 
extension of Federal regulation from the fields of banking 
and transportation to virtually every phase of our business 
and financial life, and even to social relations. Secondly, the 
Government has created many agencies designed to facili- 
tate the operation of private enterprise, such as the Federal 
Deposit Insurance Corporation, the Federal Housing Ad- 
ministration and the Federal Home Loan Banks. Lastly 
and most significant, the Federal Government has directly 
participated in business activity to some extent, as in the 
case of the T.V.A. “yardstick” program. Such direct par- 
ticipation hitherto has been on the largest scale in the bank- 
ing field. 

The Reconstruction Finance Corporation, the “world’s 
greatest bank’, is the example par excellence of direct 
Government participation in banking. However, the R.F.C., 
like the Commodity Credit Corporation, the H.O.L.C., the 
F.F.M.C. and the Export-Import Banks, was designed as 
a purely emergency enterprise, rather than a permanent 
agency for government participation in business. True, the 
R.F.C. at times has acted as if it were going to stay in 
business, but there is every reason to believe that it will 
soon cease to compete with other credit granting agencies. 


The Farm Credit Administration, in fact, remains as the 
only one of the Government credit granting agencies that 
will continue to compete with private lending enterprises 
on a permanent basis. 

However, there is strong support in many quarters for a 
really extensive expansion of Government participation in 
business and banking. This should be opposed for several 
reasons. The Government is subject to political pressure 
and so there is not that independent relationship between 
lender and borrower which is of the very essence of sound 
banking. The experience of the Home Owners’ Loan Cor. 
poration amply proves this. Also, Government competition 
is generally subsidized competition, and as such it tends to 
discourage private enterprise and so preempt the field. 

The chief danger of an extension of Government activity 
in business will come not during the current period of relative 
prosperity, but whenever a new business setback develops. 
Then, the demand for freer and fuller resort to Government 
banking will be especially insistent. The way to meet this 
danger is to maintain the existing financial system on a 
sound basis, to serve public credit needs of all kinds as fully 
and as cheaply as is consistent with safe operation, and, 
then, to educate the public into the service that the existing 
financial machinery is performing.—JuLEs I. BocEn, Editor, 
the Journal of Commerce, New York, before New York 
CHAPTER, AMERICAN INSTITUTE OF BANKING. 


Invest in Personnel 


E can never learn all there is to be learned about bank- 

ing. While the field is broad, it seems to me that many 
of us might begin by learning more about our own institu- 
tions. Banks serve the public in a number of ways. The 
work of one department differs from another. What is your 
bank doing and how does it go about accomplishing it? Let 
us become familiar with the various functions in our own 
bank while pursuing other studies. Credits, collections, in- 
vestments, trusts, loans, accounting—what a number of 
things there are in the banking business. Learn all you can 
about each one of them. 

Practical and personal cooperation is necessary, for if 
junior officers and other employees are to learn what there 
is to know about the bank, it must be with the aid and en- 
couragement of senior officers. One of the best investments a 
bank can make is in its own personnel. Who knows what 
latent talent may be developed if we encourage the broaden- 
ing in knowledge and experience of our own employees? 

It is often of value to give employees an opportunity to 
discuss their problems with you. I had an example of this in 
my own bank recently. Our accountants had made certain 
suggestions for changes in the procedure in our mortgage 
department. I knew the work of this department was grow- 
ing because we had been taking a great many monthly pay- 
ment mortgages and because we had been working out plans 
for amortization on many old mortgages. The employees 
seemed troubled. I received a written memorandum from 
one of them containing suggestions of what he thought might 
be done to expedite their work. 
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After considering the matter I asked these employees if 
they would come to the bank on the morning of a coming 
holiday and let me sit down with them and try to come to 
some definite conclusion. This was done. The men spoke 
freely. I found that they had wanted to make improvements 
in their procedure for a long time but had never been able 
to get their ideas through to one high enough in authority 
to approve the changes. We decided upon things that could 
be done at once and we made plans for further improve- 
ments. 

Of course, this expedited the work but, what to me is far 
more important, it encouraged the men and made them feel 
that we were willing to counsel with them and were inter- 
ested in them. Another meeting with these men has since 
been held and resulted in additional improvements. Another 
executive officer of the bank has recently been in frequent 
conferences with the heads of other departments, reviewing 
their work and helping them overcome some of their dif- 
ficulties. 

Of course, we are a mutual savings bank with a large 
investment in mortgages and it can easily be realized that 
the last few years have increased our work and brought 
problems to us that other types of banks may not have had. 
However, the principle of discussing bank operations with 
groups of employees can be applied universally.—PHIL? 
A. BENnson, Second Vice-president, American Bankers As 
sociation, and President, Dime Savings Bank, Brooklyn, 
before the annual banquet of WASHINGTON (D.C.) CHAPTER, 
AMERICAN INSTITUTE OF BANKING. 
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Thrift Laboratories 


BELIEVE that the real solution of popularizing savings 
| lies with the next generation. Our own habits have prob- 
ably become so fixed that they cannot be changed. We can- 
not teach an old dog new tricks and I firmly believe that it 
would be time and money well spent if we concentrated to a 
large degree on the development of thrift in the younger 
generation. 

Recently there came to my attention a fine example of a 
thrift experiment among very young people. I refer to a 
school in Santa Barbara, California. In that city a teacher of 
the sixth grade with children of 10 or 11 years of age is 
teaching something about money management and thrift in 
the manner of play, but what is being taught is being taken 
so seriously by the children that much profit as well as 
pleasure is derived. 

The teacher has grasped the idea that we learn by doing. 
Her method is, first of all, to obtain play money or stage 
money. This is distributed to the children in exact propor- 
tion to the number of merits they receive in their various 
studies. Each child receives money in accordance with what 
he truly earns. The child then deposits the money in the 
class bank and receives a passbook and a checkbook. With 
this money the child is supposed to pay all of his living 
expenses, and his educational and recreational expenses. 
Each child takes a keen interest in saving so that he will 
have enough left to spend in the way he desires—to buy 
pets, to go to shows, buy presents for parents, buy toys or a 
pony, perhaps, and keep a certain amount as a permanent 
investment. 

They ascertain from their parents the approximate cost 
of their own living expenses, as it is insisted that before 
spending money for anything else they must pay for their 
living expenses. They take the whole matter very seriously 
and in this way have a very good idea at an early age of 
money management and thrift. Seriously, this is populariz- 
ing savings with these particular youngsters at an impres- 
sionable time of life. One youngster of well-to-do parents 
complained bitterly to his mother one day that he had just 
discovered why his playmate had more money left to spend 
than he had. He said that while his playmate’s family 
washed their own clothes, his family sent all of their things 
to the laundry. 

In the Fullerton District Junior College at Fullerton, 
California, a bank has been organized. It is called the 


Students’ Savings. Bank. It is another case of learning by 
doing. In November 1920 the departments of commerce and 
accounting of the college concluded it would be well to have 
the students in banking, commerce and accounting learn by 
doing. Local bankers were consulted and their advice sought. 
An application was made to the state superintendent of 
banks for a charter which would enable them, under the 
sponsorship of a local bank, to establish the Students’ 
Savings Bank. It was felt that practical knowledge would 
better prepare them for business positions. It was just re- 
versing the objective of our American Institute of Banking, 
which aims to supply the theory of banking to those who are 
already practicing it. The Students’ Savings Bank was 
organized to give to those who had studied the theory of 
business and banking the opportunity of learning its prac- 
tice at the same time. Both movements aim to combine 
theory with practice. The past sixteen years have proved its 
success and recently it has established a branch in an affili- 
ated high school. 

The junior college enrolment is 2,500 with a faculty of 
100. All student organizations of both the junior college and 
the high school must conduct all matters of business involv- 
ing student expenditures through the bank. Savings depos- 
its are received from students and the bank has at all times 
a reasonable sum on deposit. Loans are made to student 
bodies when justified but everything is done in a businesslike 
manner. The banking hours are those of the school day. 
The personnel consists of advanced students majoring in 
general business and accounting. The students have com- 
pleted formal class instruction and must spend a school 
year of at least six hours a week in the bank and the account- 
ing department handling actual business transactions before 
they can receive a recommendation. 

Through the cooperation of personnel officers of local 
banks and business houses, the graduates receive preference 
in the matter of employment because usually they merit it. 
The Students’ Savings Bank is a modern, well equipped bank 
which last year handled over $200,000 worth of business. 
Certainly students of the college and its affiliated high school 
will have no fear of or prejudice against banks because all of 
the mystery has been removed. It should tend, rather, to 
popularize banks and savings.—P. R. WILLIAMs, Vice- 
president, Bank of America, N. T. & S. A., Los Angeles, 
before the SprinG Savincs CONFERENCE, A.B.A. 


Bank Officers at School 


T= savings banker who states that he knows all there is 
to know about investments is not in existence and the 
savings banker who can say he knows more about invest- 
ments than he did before, is the one who completes the in- 
vestment course at the Graduate School of Banking. We 
may have recourse to investment counsellors for advice, we 
may subscribe to any of the financial services but the fact 
still remains the burden of selecting our bond investments 
tests squarely on our own shoulders. It is fully as important 
to know when to sell as when to buy. 
_ The experience of the last few years has demonstrated the 
imperative need for an intelligent grasp and understanding 
of the fundamentals of bond investment, a properly balanced 
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bond portfolio and a policy of investment which meets the 
requirements of our particular institution. The course in in- 
vestments at the Graduate School offers just the training 
and knowledge which a savings bank official should have in 
order that he may better serve his bank in the position he 
now holds, or any other executive position he may be called 
on to fill. 

The Graduate School of Banking opens a door for officials 
in our savings banks which can only lead to greater fitness 
in order to meet the problems that lie ahead.—Enpcar A. 
Craic, Vice-president and Treasurer, Dorchester Savings 
Bank, Dorchester, Massachusetts, before the SPRING Sav- 
INGS CONFERENCE, A.B.A. 
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Good Will Dividends 


§ iemsemage is a tendency in this country of more and more 
small commercial banks becoming really nothing other 
than savings banks, regardless of what they may be called, 
for, after all, a bank that carries few commercial accounts 
and has practically no investments in commercial loans is 
hardly a commercial bank. This tendency is likely to grow as 
more and more small independent businesses disappear and 
their places are taken by chain stores and other large corpo- 
rations whose financial needs are taken care of in the larger 
urban centers. This tendency is also fostered by the great 
improvement of roads and other means of communication 
which make it easy for any business wherever located to do 
its banking in the nearest large urban center rather than in 
a very small community where its plant may happen to be. 

The competition of Federal savings and loan associations, 
of building and loan associations, of postal savings, and of 
other agencies is everywhere apparent; but not less so is the 
demand for investments with a return adequate to meet 
operating costs and the current, in most instances, reduced, 
rate of interest paid. 

Not quite so unanimous, but gradually gaining strength, 
is the movement toward better customer-public relations. 
In few savings banks today are customers merely numbers 
on ledger cards with names of secondary importance. Aver- 
ages have lost none of their importance, but depositors have 
become entities, real flesh and blood people. From a savings 
bank standpoint, they may be classified in five groups:— 

First, those who by heredity or environment are natural 
born savers, who begin early and save consistently through 
life, and sometimes emerge as investors, capitalists, philan- 
thropists—in extreme instances, as misers. 

Group two includes those intelligent, logical people who 
realize that profit is as desirable, as essential to an individual 
as to a business, keenly aware that personal profit is what 
remains when expenses have been deducted from income. 

In the third group are those who save specifically to spend, 
who have a definite purpose. The objective may be anything 
from an extended vacation to the ownership of a home. 

Four, that very considerable number which keeps activity 
high and averages low. Among them are many who are al- 
ways going to save money, yet seem to think they have a 
savings account when they maintain good four-figure bal- 
ances—with a decimal point in the middle. 

Finally, in the last group are those who seemingly are out- 
side the savings pale. Pay day has a double meaning to them, 
with the least insistent creditors stalled off, and another 
month rolls around to repeat the hopeless task of making 
4 and 4 equal 10. 


The classification is not exact nor does it include all People 
yet it is sufficiently complete to comprise most of those with 
whom you and I have daily contact. From groups one and 
two come our most profitable business, but we may well de. 
vote time and effort to the economic education of those who 
have no present banking connection and whose accounts 
seem worthless, but whose good-will may be a decided asset. 
No business makes a profit on every transaction and in one 
so dependent upon public opinion as ours, general good-will 
is highly desirable. 

Collectively, savings bankers have contact with millions of 
people, in the aggregate a considerable percentage of our 
population. How we treat these depositors as individuals de. 
termines in no small measure their attitude toward banking. 
Especially to us in the savings field are better public relations 
essential; a better understanding of mutual problems is not 
only desirable, but in the last analysis, vital to the savers’ 
financial progress and the continuing existence of our savings 
banks. Our contacts with the public are far more numerous 
than in any other phase of banking, yet the understanding of 
present-day financial probiems of most of our depositors is 
decidedly limited, due in no small part to the facilities of 
savings banks for the effortless transaction of business. 

The many millions of people to whom we represent the 
financial world, coming from every class of society and of 
every race, creed and color, make our problem a complicated 
one. We have no credit files, such as are used in commercial 
banks or commercial departments, since our information re- 
garding the average depositor is often limited to name and 
address, supplemented by accepted means of identification. 
But we have contact and the possibility of establishing 
friendly, cordial relations with more people of greater di- 
versity of environment, education and resources than any 
other phase of finance. 

With little actual knowledge of the problems that con- 
fronted banking during recent years, loyal for the most part, 
in spite of attacks on our business by those who would tear 
down with rebuilding, these depositors of ours are the life 
blood of our business. Their active support, their good-will, 
means no less to us than their deposits. Faith and trust must 
be justified by sound management in our banks, but a cus- 
tomer and public-relations policy that maintains and builds 
good-will is scarcely less vital. 

To this end our public relations policies are no less impor- 
tant than those policies controlling deposits, interest, loans 
and investments—Roy R. Marouarpt, Assistant Vice- 
president, First National Bank, Chicago, before the SPRING 
SAVINGS CONFERENCE, A.B.A. 


While Money’s a Drug on the Market 


ie has long been the opinion of experienced bankers that no 
long-term bonds are satisfactory for the reserve require- 
ments of a bank. The building up or decline of bank deposits 
is seldom an individual matter. One bank feels the with- 
drawal of funds at the same time that most of the other 
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banks of the country feel it. Similarly, each bank’s deposits 
build up when those of all the other banks of the country at 
increasing. Since the need of banks to raise funds at any gv 
time will generally coincide with the demands of banks asé 
whole, this has a big effect on the market price of bonds. 
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If, therefore, a bank is depending upon long-term bonds as 
Pi eatce of funds when needed, it is altogether likely to find 
that other banks will also be selling long-term bonds, and 
each bank is then forced to sell them at much lower prices 
than it had figured. ; 

We believe this especially applies to Governments. We say 
this in full recognition of the many voices raised in state- 
ments that the present high prices of long-term Government 
bonds will continue indefinitely and that a bank is foolish to 
accept the much lower yields offered by short-term Govern- 
. advocates of this policy believe that we are in a “ New 
Era” and that present low yields will continue indefinitely. 
They point to the immense excess bank reserves, a huge 
reservoir of demand for investment media. Managed money, 
they say, which will continue until the short-term Govern- 
ment debt is funded into long maturities, will preserve pres- 
ent low yields for some years. Another reason which sounds 
plausible is that there is to be an actual shortage of Govern- 
ment issues, due to redemption and their use for Social 
Security purposes. All these factors we recognize as con- 
tributing to continued low yields on long-term Government 
bonds. 

We believe, however, that the factors working to depress 
such issues are the more powerful. The underlying economic 
forces, which always operate, may be turned aside for the 
moment and temporarily thwarted, but never has any group, 
however powerful, been able to prevent them ultimately 
becoming the determining factors. 

A normal increase in business activity, such as is in effect 
now, almost always results in a greater demand for money, 
increased money rates, and, therefore, lower prices in all 
“money” bonds. Much further development of inflationary 
factors already started would result in wide selling of bonds, 
in withdrawals from banks in order to turn money into 
“things”. Social Security will be a big factor in the Govern- 
ment bond market, but its operations are some years in the 
future. Moreover, with 60 per cent of the Government debt 
held by banks, and private investors not at all interested in 
Government bonds at these low yields, only banks can be 
looked to as purchasers. With increasing demand for loans, 
banks would be sellers of U. S. Governments so that lower 
prices would be almost inevitable. The prospect for a bal- 
anced Federal budget is still too remote to lend much as- 
surance that the Government will be able to reduce its out- 
standing debt in proportion to the demands of business and 
industry on loanable funds. 


As a matter of fact, there is much reason to believe that the 
decline in long-term, low-coupon issues is already under way. 
Sooner or later, it must involve the long-term Government 
market also. Surely, the risk of decline in Government bonds 
shall vary with the maturity. In any case, why should a 
bank, in order to get the greater yields from long-term Gov- 
ernments, gamble on a heavy loss of principal, instead of 
taking the more conservative course offered by the short- 
term issues? 

There are three means of protecting a bank’s portfolio 
against such a decline. One is to go into high-grade, short- 
term bonds of sound quality. 

A second meansis to hold a good amount of “credit” bonds. 
By the latter, we refer to issues which sell somewhat on the 
basis of the borrower’s credit, as distinguished from “mon- 
ey” bonds, whose price changes are only on the basis of 
changes in the money market. The credit of such borrowers 
should be helped by the developments and trends of the day; 
as a result, this should cause their bonds to be strong or ac- 
tually increase in price. Under those conditions, they carry 
enough of a coupon to hold them up much better than issues 
with lower coupons selling at higher prices. 

If our recommendation of long-term “credit” bonds ap- 
pears inconsistent with what we have stated regarding long- 
term “money” bonds, a banker should recognize that there 
is a distinct difference between the two types. The increase 
in investment yields will be felt first by high-grade bonds. 
Since, however, improving business conditions will help a 
“credit” bond, holding a long maturity is relatively safe. 
The time will come when these securities also will be recom- 
mended for sale, but under the conditions of today, it is 
actually more conservative to have a good amount of 
“credit” bonds than any long-term, high-grade bonds. 

A third means is to put in issues which will be pushed 
upward in price as a result of the same factors that will push 
high-grade, long-term bonds down in price. These issues are 
the convertibles or those which have options on stocks. 

With business activity now on a plane that is not far from 
what appears to be normal, and apparently headed for levels 
distinctly beyond normal, with money a drug on the market, 
and with commodity prices not yet fully reflecting world- 
wide currency devaluation, higher stock prices appear well- 
nigh inevitable. A bank may only participate in this by 
purchasing bonds which have an option on stocks, so far as 
they are available at not too large premiums.—LEsLiE L. 
NEwTON, President, Investors’ Economic Service, before 
Group I, WIsconsIN BANKERS ASSOCIATION. 


How Banks Regard Federal Competition 


RANTING that we may logically expect the expansion 
of government establishment in keeping with our 
gtowth in population and wealth, consideration of the course 
of Federal activity over a period of years clearly indicates 
t the encroachment of government in managing the 
aflairs of its nationals has far outstripped these yardsticks. 
But this has not been altogether due to the emergency. 
i 1900, the population of the United States has increased 
y 68 per cent, the income of the people by 200 per cent, 
whereas the expenses of government—local, state and na- 
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tional—have risen more than 800 per cent. There has been a 
constant increase in the number and extent of operations 
through which the Government undertakes to do things for 
itself and its citizens. It runs the whole gamut of manufac- 
turing, transportation, power production, research, shipping, 
and construction operations in various forms. Many of these 
operations require large and permanent investment in plant 
and equipment. This has brought into public employment 
large numbers of technicians, supervisors, administrators, 
contact men, inspectors, and their like, until in 1936 the 
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employees of the Federal Government on its regular rolls 
reached a total of 1,146,000. 

But in perhaps no field has it been more active than in 
that having to do with financial institutions. Stepping into 
the breach to assist in restoring and preserving financial 
order during the depression, it has now some 35 or 36 agen- 
cies of different sorts and descriptions operating in competi- 
tion with private credit institutions. 

A survey in progress by the Committee on Banking Stud- 
ies of the American Bankers Association, and state associa- 
tions, indicates a striking difference of opinion among bank- 
ers themselves as to the seriousness of this competition. As a 
matter of fact, a very large portion of the members of our 
fraternity have expressed themselves as unconcerned with 
respect to these agencies. Returns from state after state in 
response to a recent questionnaire indicate a surprising de- 
gree of apathy and indifference with respect to this question. 

Under such circumstances, those in charge of research on 
behalf of organized banking can only explore the records and 
present the facts, and leave individual conclusions to each 
man’s enlightened judgment. We cannot fail to point out 
that at the end of September 1936 the total outstanding 
credit of these Federal agencies amounted to approximately 
eight and one-quarter billion dollars, or a sum that exceeds 
37 per cent of the loans and discounts of the nation’s 15,000 
banks. 

We cannot fail to point out that the continuous subsidy 
of these institutions and the absorption of their losses by the 
public treasurer prescribes our interest rate altogether below 
that justified by lending experience, which must in the last 
analysis be absorbed by the thrifty citizens of this country. 

We cannot fail to point out that the continuous deficit in 
the public treasury must be met by these same citizens, in 
effect underwriting their own competition. 

We cannot fail to point out that this vast volume of busi- 
ness operates free from the rising toll of state and Federal 
taxes, which as a matter of course must be added to those 
already being paid by private enterprise. 

We cannot fail to point out that free in most instances from 
the requirements of social security and unemployment bur- 


dens, granted the free use of the mails, endowed annual 
by Congress with sizeable appropriations, it is obvious that 
such agencies are in a position to offer cheaper service than 
can be obtained from private instrumentalities, To remain 
adamant in such a situation is to be blind to the operation 
of economic forces as certain of results as the operations of 
Gresham’s Law. We cannot fail to point out that historically 
a continuance of this policy inevitably results in inflation 
and chaos. 

Careful distinction should be made in our attitude toward 
cooperative credit institutions as distinguished from those 
enjoying Government subsidy. Consumer cooperation js , 
principle as old as the human race, and: whether in the dis. 
tribution of commodities or granting of credit, constitutes 
a business that is perfectly ethical and of good report. Ou; 
mutual savings banks and mutual insurance companies ar 
but a form of consumers’ cooperatives. 

After all, present stockholders of chartered financial jp. 
stitutions can ascribe to themselves no special fund, no di- 
vine right to the credit field. Such stockholders, however, 
do have a right to demand that competing institutions, oo. 
operative or otherwise, however chartered, be accorded no 
special] favors. All should be required to submit to similar 
rules and regulations; all should be required to pay Federal, 
state and local taxes, and in the case of credit institutions, be 
subjected to like supervision and control. 

Until the grants of public money, whether as gifts or 
loans, are discontinued, until special advantages accorded 
institutions in competition with banks are eliminated, the 
problem of operating our banks will continually grow more 
complex and difficult. 

Sooner or later America must decide whether its credit 
machinery shall be one directed toward political ends with- 
out restraint, or continue as one operated under private 
ownership with such supervision as will minimize the abuses 
which all intelligent men condemn.—Woop NETHERLAND, 
Chairman, Committee on Banking Studies, American 
Bankers Association, and Vice-president, Mercantile-Com- 
merce Bank and Trust Company, St. Louis, before the 
SPRING SAvincs CONFERENCE, A.B.A. 


500,000 Armed Criminals 


has been estimated that the cost of crime in this country 
amounts to the overwhelming sum of 15 billion dollars 
annually. This means that crime is costing every man, 
woman and child in the United States at least $120 a year. 
It has been conservatively estimated that there are operat- 
ing in the United States at this time more than 500,000 
armed criminals. If it were known that an army of 500,000 
men had landed on our shores and was marching upon us, 
the country would become aroused to the serious importance 
of this situation. The fact that the members of this army of 
enemies of civilization are scattered renders this menace no 
less serious. 

The Federal Bureau of Investigation has the responsibility 
of investigating offenses against the laws of the United 
States and collecting evidence in cases in which the United 
States is or may be a party in interest. It is, therefore, that 
agency of the Federal Government which possesses broad 
investigative jurisdiction. 

New legislation has greatly enlarged and strengthened 
the position of the Bureau and is enabling more effective 
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cooperation with local officials in the fight against organized 
crime, gangsters and racketeers. Investigations of thes 
matters are conducted by employees of the F.B.L., with the 
title of special agent. 

The solution of the crime problem requires that the lav 
enforcement profession utilize the services of the best 
equipped and highest type individuals available. The em 
phasis in law enforcement has shifted and will continue to 
shift from the physical to the mental phase. No longer 1s" 
alone necessary for a law enforcement officer to be able 
physically to overcome his adversary. He must now be 
better equipped mentally, rather than physically. 

The record in bank robbery cases, placed under the i 
vestigative jurisdiction of the F.B.I. in May 1934, Is 
imposing. A total of 208 cases of this nature have beet 
investigated, 122 persons have been convicted in Federal 
courts, and a number of persons are awaiting trial.—Rat 
Wair.ey, Special Agent in Charge, Federal Bureau of Inves 
tigation, New York City, before the SpRING SAVING 
CONFERENCE, A.B.A. 
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Banking Does Change 


ANY bankers talk of normal conditions in banking, ap- 

parently meaning a period when change is absent. Does 
such a condition ever exist? Or are we constantly undergoing 
a change, the degree of which will vary at different points in 
our business cycle? To us, it is apparent that banking is al- 
ways changing to some degree. Deposits are moving up or 
down. Interest income is following a trend. Investments are 
increasing or decreasing and, frequently, changing their 
composition. Interest paid may remain constant for a while 
but will eventually move up or down. 

Changes have occurred in interest paid on deposits. Some 
years ago, almost every bank felt it could pay any rate of in- 
terest on savings deposits that any other bank could pay. 
This resulted in a very unsound type of competition that 
weakened many banks by curtailing a reasonable earning 
power and at the same time increasing their losses arising 
from the investment of their funds to secure a rate rather 
than to provide reasonable protection for their invested 
principal. 

Another factor that came into the picture was the attempt 
by some commercial banks to meet savings bank rates. The 
commercial bank that can do this in a competitive market is 
decidedly the exception. A study of the facts underlying the 
handling of savings deposits in these two types of institutions 
clearly shows that a savings bank should be able soundly to 
pay interest at a one-half per cent greater rate than a com- 
mercial bank can soundly pay. 

It is our opinion that the net profit on savings deposits, 
when considered as a separate department from all other de- 
partments and also separate from the earnings on invested 
capital or surplus and reserves, should be 1 per cent per 
annum. This is $10 for each $1,000 of these deposits. This is 
before considering losses or recoveries occasioned by the in- 
vestment of these funds. When the earning rate falls below 
this figure, it is questionable whether a bank is providing a 


reasonable provision against losses that are bound to occur 
from the investment of these funds. 

What about present rates of interest paid on this type of 
deposit? It is our very definite feeling that if it were not for 
the regulation by supervising authorities, many banks 
would today be paying a rate of interest unjustified by their 
operating conditions. Many of them are doing just this today. 

It is only the occasional commercial bank that can soundly 
pay 2 per cent on savings accounts today and earn a reason- 
able profit on this type of business. Our studies have shown 
that 1% per cent has been the indicated rate for at least six 
months past. 

It is strange how bankers will studiously avoid a recogni- 
tion of facts, particularly when these facts will indicate a re- 
duction in the rate of interest paid on savings accounts. As a 
general statement, before regulation of interest rates by 
supervising authorities and to a reasonable degree since that 
time, banks have been about one and a half years late in re- 
ducing the rate of interest paid to a basis that would be 
sound. On the other hand, 10 years ago they would increase 
rates six months in advance of their actual increase in in- 
come, anticipating this rise in income rates. As a result, they 
find themselves at least two years’ earnings behind in a full 
swing of the business cycle, assuming, of course, that during 
the rest of the cycle the rate they paid was justified. 

Regulation has gone a long way in establishing sound rates 
of interest payment, but we cannot expect the supervising 
authorities to regulate a sound policy for each individual 
bank nor do we wish this. Bank management must, then, sup- 
plement regulation by an intelligent determination of facts 
and then with courage make changes when these facts indi- 
cate changes should be made and can be made without violat- 
ing existing regulations.—JOoHN J. Drisco.t, Jr., Driscoll, 
Millet and Company, Philadelphia, before the Sprinc 
SAVINGS CONFERENCE, A.B.A. 


Simply Space Your Maturities 


WE have two sets of factors regarding bonds—one tending 

to prove that the long term bond market will stay up 
almost indefinitely and the other making it entirely clear 
that the top of the high grade bond market has been reached 
and that a long decline is in prospect. 

Which set of influences is going to predominate is, of 
course, interesting to us all as an abstract matter, but to me 
itisentirely unanswerable. And it is not necessarily interest- 
ing in handling our investment accounts. The outcome de- 
pends too much on the credit control which is being exer- 
ased by a highly competent group of men who will base 
their decision on factors the importance of which you and I 
mmMany cases may not be aware of at the time the decision is 
made. It is not a happy picture to think of the bankers of the 
Country sitting around the table endeavoring to estimate the 
relative importance of arguments covering the future in- 
terest rate and then investing their funds on the strength of 
their decision. I decline myself to admit that it is a function 
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of bankers in general to try to do this and I do not think they 
have to do it in order to invest their funds in a safe, orderly, 
appropriate manner for their own and their communities’ 
best interests. 

Having in mind our first principle of keeping our deposi- 
tors’ money safe, my own thought is that the uncertainties of 
the present do not warrant, because of our desire to make 
additional income, a policy which subjects our portfolios to 
unnecessary potentialities of wide depreciation. 

In spite of the low return on securities at the present time, 
life for the bankers is not without its compensations; and 
when we picture that we pay no interest on demand deposits 
and that even on time deposits in most parts of the country 
we have reduced the rate to a workable figure, we ought to be 
able to conduct our institutions on a profitable basis without 
recourse to other than the soundest practices. When we were 
paying interest on deposits and could obtain 3% per cent on 
a 4-year Government note, I do not think we would have felt 
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abused, and now with no obligation to pay interest, the 114 
per cent yield is not as bad as it appears on the surface. 

I think the decision to keep the bulk of our invested funds 
free from the hazards of large depreciation is an easy one to 
reach and the practical procedure for doing this and still 
getting some rate of return is a policy of serial maturities. 
Now this is a practical world and the same conditions do not, 
I presume, control any two banks. Hence, variation in de- 
grees of applying the theory are not only to be expected but, 
indeed, are appropriate. I have found the uncertainties of the 
investing business to be sufficiently difficult to cope with 
that I never believe in taking too dogmatic a position as re- 
gards all your funds at any one time. 

If we can only convince ourselves that in investing our 
depositors’ money in the security market we should buy only 
the highest grade securities and have certain proportions of 
securities coming due virtually every year, thus being able to 
take advantage of the interest rate prevailing at the time the 
obligation is due and making certain that too large a per cent 
of the total investments is never in long term bonds—par- 
ticularly at an abnormal time like the present—I submit 
that the problem of handling a bank’s investment account is 
a very simple one. I would argue that the elimination of 
interest obligations on demand deposits is a sufficient offset 
for the lower rate of return obtained by this procedure. If 
this is not convincing it nevertheless pleases me better than 
being in the position of the banker who indulges in other 
tactics and ends up by not entirely fulfilling his obligations 
to his depositors. 

I think in the handling of trust funds we are beginning to 
recognize more and more the necessity of skilled investment 
training for our trust officers rather than administrative 
training. 

With the modern trend of permitting trustees greater 
leeway in the handling of estates and trusts, the investment 
burden on the trustee has been materially increased. Trustees 
have felt warranted in innumerable cases to invest a portion 
of their trust estates in common stocks and this fact alone 
has taken the management of trust funds out of the realm of 
administration and put it squarely up to the trustee to see to 
it that his trust department was adequately manned by men 
of investment training and experience. 


The present condition of the bond market has created. § 
anyone handling money, the most annoying problem im; “ 
nable. What is a trust company to do under the pet 
cumstances with its 444 and 5 per cent bonds being "7 
and refunded at 314? If we load up our trust funds at this 
level and sentence the poor life beneficiary to that rate of 
return for the duration of the trust estate, we not Only cause 
a substantial reduction in his income but we are, in consider. 
able likelihood, doing injury to the principal of the trust if. as 
many of us think, the current level of the bond market is not 
a permanent one. On the other hand, if we purchase short 
term investments, the further decreased yield in all proba- 
bility will be such a burden on the life beneficiary as to be 
insupportable. When the trustee scans the current level of 
common stocks he finds it difficult to feel that he is making 
his purchases at the right investment level. 

Having propounded the difficulties, I assume it would be 
logical to tell the satisfactory solution. The only reason that 
I do not do so is because I do not know what it is. With the 
necessity of having the interest of the life tenant and the 
remainderman both in mind, the unsatisfactory solution of 
compromise is presumably the answer. 

Some of us have already had the experience of investing in 
bonds in the last period of high bond prices in the early 
1900s and carrying along our trust estates at depreciations 
varying from 20 to 30 per cent. To put it crudely, we have 
had to wait 30 years to justify our investment wisdom in 
those early days. I recoil from facing a similar situation over 
the next 30 years. The actual variations in the bond market 
in the past seem to point a clear enough course for the future 
as far as handling trust investments is concerned—namely, a 
policy of spacing the maturity of our investments and thus 
being able to take advantage of the different rates that are 
available as a result of changes in our economic cycles. 

I would like to urge that in handling trust funds, as well as 
bank funds, simplicity of thought in approaching our prob- 
lem is more efficacious in its long term results than compli- 
cated investment maneuvering in an effort to overcome the 
investment difficulties created by economic changes— 
Linpsay BRapForD, President, City Bank Farmers Trust 
Company, New York, before the CoNNECTICUT BANKERS 
ASSOCIATION. 


How Not to Limit Municipal Taxes 


| thinking of municipal bonds as investments, it is essen- 
tial to keep in mind not only the relatively small ratio of 
defaults, but also those financial difficulties which consti- 
tuted potential defaults and led to the several types of forced 
refunding. 

The subject of municipal defaults in this broader sense 
deserves more study than it has received heretofore. This 
subject is of great importance to the ultimate holders of 
municipal securities. True, considerable information has 
been gathered about defaults. The reasons for defaults run 
from lack of moral responsibility to acts of God, and the 
remedies cover every conceivable idea from simple post- 
ponement of maturities to cash basis operation and thorough 
state supervision. Some of the so-called plans were merely 
expedients conceived in haste so as to keep the communities’ 
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securities on the several legal lists. Since they are now quali 
fied investments, no further steps have been taken to rem- 
edy the situation. Some of the plans, poor as they are, 
probably represent the best that could be worked out con- 
sidering the limitations imposed by law. Other plans have 
actually resulted in improving municipal operation. 

I believe a comprehensive study should be made for the 
purpose of determining the most desirable debt readjust: 
ment plans to remedy municipal defaults. It is obvious that 
one type of procedure will not solve all municipal defaults, 
any more than one type of treatment will cure all diseases 
Such study, to be worthwhile, should be sufficiently compre 
hensive to cover the several states. A study of such scopt 
could be made probably only through cooperative effort. 
I suppose a good start for such study could be made by 


BANKING 


revenue 
have er 
to prov 

Ther 
the mo: 
operati 
enue is 
funding 
per cap 
ities in 
that it 
with a 
comes | 
ing val 
to mur 


sible f 
operat 
postpo 


combini 
tions. 
situatio 
It shou 
difficul 
A vet 
causes ¢ 
campait 
stead 
tion. T 
exceed 
or so 
which 
be we 
This 
operat! 
period: 
erty 
increas 
munic 
life an 
Eve 
may p 
bay 
or 
be eng 
his ho 
value 
liveste 
volu 
living 
Ma 
hess | 
struc 
becon 
instit 
Temo 
toget! 
endar 
April 


combining the experience of most of our fiduciary institu- 
‘ons, Each institution could furnish a brief history of each 
maiteh which had experienced trouble or actual default. 
it should also include the proposals offered to remedy the 
jificulties and the plan that was finally adopted. 

A very timely part of the study of causes and potential 
causes of difficulty would be concerned with the aggressive 
campaigns now being waged for tax limitation and home- 
stead exemption. While homestead exemption reduces the 
revenue base, the legislatures in most of those states which 
have enacted such measures either forgot or did not see fit 
to provide for a proportionate reduction in borrowing power. 

There are several types of tax rate limitations. Probably 
the most common type is that which places a restriction on 
operating costs. Except to the extent that insufficient rev- 
enue is collected and operating deficits result in extensive 
funding, such restriction is not particularly harmful. The 
per capita limitation, such as that imposed upon municipal- 
ities in Minnesota, is also of the more reasonable type in 
that it does recognize that government costs will increase 
with an increase in population. Such restriction also over- 
comes the problems and difficulties created by the fluctuat- 
ing valuation on property. The most destructive limitation 
to municipal credit is the over-all or inclusive rate restric- 
tion. This form of limitation provides that the rate may not 
exceed a given amount, usually from 1 per cent to 2 per cent, 
orsomany mills per dollar assessed valuation. It is this type 
which is receiving the greater support from what appear to 
be well organized groups. 

This form of limitation is destructive to sound municipal 
operation and of course to municipal credit, especially during 
periods of adverse economic conditions. At such times prop- 
erty valuations may be reduced, while operating costs 
increase because of the greater responsibility placed on 
municipal governments for such services as the protection of 
life and property, and social welfare. 

Even in normal times a stringent over-all tax limitation 
may prevent sound operation by making it almost impos- 
sible for municipalities to raise revenues sufficient to meet 
operating costs and debt service. Funding of deficits and 
postponement of maturities by refunding are the results. In 


some states supplementary levies may be adopted on ap- 
proval of the voters of the community. However, few 
municipalities operating under a tax rate limitation have 
stabilized or increased their tax rate in this fashion. 

Because of the widespread proposals for the further im- 
position of tax rate limitations, it seems in order to offer a 
suggestion which might minimize the possible impairment of 
credit or default which might result during periods of de- 
pressed business conditions. For the benefit of the city at 
large, the taxpayers, and the bondholders, all tax rate limita- 
tion provisions should contain some provision for increasing 
the rate or eliminating entirely the limitation as indices indi- 
cate an approaching period of financial stress. Perhaps the 
tax rate should be sufficiently flexible so as to provide a levy 
during such periods of not less than the maximum amount 
that could have been raised by the limited rate at the peak of 
assessed valuations. If and when assessed valuations again 
reach the peak, the limitation would again be in effect. Such 
a proposal would provide the check on municipal costs de- 
sired by the proponents of tax rate limitation, and at the 
same time provide a degree of insurance against the impair- 
ment of credit and proper municipal operation. It should 
tend to stabilize government costs and what is equally im- 
portant, tend to increase tax collections and develop more 
efficient methods for the enforcement of collections. It would 
tend to increase collections because of the threat of increas- 
ing rates, and tend to enforce collections because those who 
had paid their taxes would support the administration in its 
more efficient methods of collection. 

If some steps are not taken to meet the widespread pro- 
posals for tax rate limitations and homestead tax exemption, 
fiduciary institutions will be faced with two investment 
problems: (1) A more restricted or narrower field of municipal 
investments, as will be the case insofar as New York State 
institutions are concerned, for the investment section of the 
banking law provides that investments shall not be made in 
municipal securities issued after 1938 which are payable from 
limited taxes; or, (2) investing funds in less desirable se- 
curities.—CHARLES F. AUFDERHAR, JR., Analyst, Savings 
Banks Trust Company, New York City, before the Sprinc 
SAVINGS CONFERENCE, A.B.A. 


A Good Bank Is Community Insurance 


T= business of banking affects every individual, directly 

or indirectly, in whatever business or enterprise he may 
be engaged. It is every citizen’s duty to aid in establishing 
tis home bank on a sound basis. In so doing he protects the 
value of homes in his community, the value of farm lands, 
livestock, and equipment. He enhances and maintains the 
volume of business transacted, wages paid, standards of 
living, and countless other factors. 

Many citizens do not realize that banking is really Busi- 
tess No. 1, which must be protected at all times from de- 
structive forces, such as exhorbitant taxes, etc. And taxation 
becomes exhorbitant when it affects the solvency of any 
ustitution. The failure of a banking institution not only 
fmoves forever the capital structure from future taxation, 
together with any earnings derived therefrom, but it also 

ts the entire tax program of that particular area. 
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The volume of taxes which can be levied and collected 
successfully in any given community is governed to a very 
large extent by local conditions. Likewise, local conditions 
are materially affected by the presence or absence of a sound, 
profitable banking institution. The assessed valuation and 
actual market value of real or personal property must fluctu- 
ate upward or downward in direct ratio to the accessibility 
of adequate banking facilities. 

A large proportion of the taxes which flow into the various 
collecting agencies are the direct result of credit manufac- 
tured through the medium of loans advanced by local banks. 
The solvent merchant, the farmer or professional man, 
prefers to step into his bank, tell the lending officer that 
taxes are due, that temporarily he is short of funds, and will 
need a loan of $1,000. The loan is made and the collector 
receives those taxes promptly. This is accomplished solely 
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because there existed in that community a sound, profitable 
banking institution which was ready and willing to advance 
those funds. 

The success of any income tax, ad valorem tax, or tax 
regardless of kind, and the productivity of the same, is al- 
ways predicated upon the assumption that our present bank- 
ing structure will continue to function satisfactorily during 
the period while these levies are in effect. 

Mounting taxes levied by municipalities, school and state 
government, do not constitute the only menace to sound 
banking. A few of these new and increased overhead items 
are: (1) Assessments levied by the F.D.I.C.; (2) increased 
income taxes levied by the United States Government; (3) 
contributions to the Social Security Fund (banks undoubt- 
edly will be included in this Act); (4) higher salaries for 
employees to offset increased living costs. 

Certain disaster will result if we persist in the attempt to 
absorb all of these new and increased overhead burdens, 
while each year finds diminishing returns from old sources 
of income. 

We firmly believe that correction of our present difficulties 
lies largely in reeducation, assuming a leadership in which 
each must constitute himself a committee of one. Our objec- 
tive shall be to educate friends, associates and employees so 
that they may create the desired impression and provide 
leadership among others with whom they come in contact. 
Our friends, associates and employees contact 80 per cent 
of the franchised citizens in our respective communities each 
60 days. In other words, we have approximately six oppor- 
tunities in each year wherein we may influence the general 
direction in which the average citizen is progressing. Our 
subject need not be of a political nature. Our purpose is 
rather to reestablish age-old fundamentals of thinking. 

We should constantly remember that the underlying 


fundamentals governing successful management of 
business are identical. Government is not an exoer 
whether municipal, state or national. Naturally, meths 
and policies are temporary, changing according to the 
mands of the public in each generation. Banks are dois 
everything in their power to meet the modernization 
gram demanded by today’s public. 

Support your home bank as your banker supports 
your home, business, or community. Very rare are the 
stances, indeed, if any, when a banker has spoken disps 
agingly of any individual, of his business or of the cop 
nity in general. On the other hand, I have heard y 
individuals say unkind and unfair things concernj 
home banker and his bank. Let us not forget that in attag 
ing the reputation or solvency of an institution, or, in fag 
attacking it in any manner, you are destroying or damag 
the greatest stabilizer of community values this nation. 
ever known. A sound, solvent bank is the finest ing 
policy that will ever be written protecting the value of you 
local interests. 

The bankers as individuals and banks as institutions 
willing and anxious to bear their fair proportion of gover 
ment’s cost, whether municipal, state, or national, J 
promise not to oppose the levying and collection of taxes 
any degree which is fair to the shareholder as a citizen, a 
does not imperil the safety of our banking institutions 
the security of our depositors. 

Bankers and shareholders are not asking for excessi 
profits, but it is only from profits that we may rebuild futw 
surplus and reserves of our banking structures. Therefre 
shall we derive the much needed security and safety; 
L. Stout, President, Colorado Bankers Associatic 
before the ANNUAL CONFERENCE OF THE CoLorapo Tag 
Commission with the County Assessors of the State. 


Some Phases of Instalment Loans 


ONSUMER credit purchases of all kinds, such as auto- 
mobiles, heating, refrigerating and various other equip- 
ment, are so definitely planned for in the income budget that 
quite often those of us who handle mortgage loans and 
operate real estate are given the last consideration. Because 
of these other purchases, a certain percentage of our mort- 
gages become delinquent as to interest, taxes and insurance. 
These items accrue until many of the savings banks, even 
though some do not approve of monthly payment purchases, 
find it necessary to operate monthly payment plans or to 
establish departments whereby delinquent mortgagors are 
required to make deposits monthly, in order that real estate 
expenses may be met on time and so that first mortgages will 
not have prior liens ahead of them. 

The monthly amounts are determined by plan sheets 
covering the operations of properties in which allowances for 
taxes, interest, insurance, water, normal repairs and some 
amortization of principal are figured in advance. The as- 
signment of such an account to the bank is very important 
to prevent attachments against funds which are necessary 
to the operation of the property, and at the same time 
authorization is given the bank in permitting the use of 
funds in the assigned suspense account for the purpose of 
paying expenses and payments which might accrue under 
the terms of the mortgage. 

In the handling of some cases, it answers the bank’s pur- 
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pose to better advantage to recommend that the mortgaga 
secure a loan from the personal loan department of s¢ 

commercial bank, thereby bringing the real estate del 
quency condition up to date and arranging for a yeal 
period to pay off the new obligation. 

Statistics seem to show that in the larger cities the per 
centage of demand for personal loans is higher and t 
metropolitan banks which operate segregated personal le 
departments because of large volume, separate divisions 
interviewing, investigating, approval, paying, repaying 4 
collections are required. : 

In reverse it appears to be true that in the smaller citie 
there is less mortgaging of future income and perhaps 
careful spending. Special divisions, therefore, in : 
departments are needed less, depending in the smaller at 
of course, upon loan volume and the size of the commu 

Smaller banks which are caring for the borrowing need 
their small customers and of non-customers find insuffid 
volume to make segregated departments profitable and ; 
towns where everyone is well known to everyone else it 
much more desirable to house this activity in the 2 
note department, using an instalment note and chargi 
self-sustaining rate as a separate loan classification.—WA 
REN S. SHEPARD, Vice-president, Worcester County 1s 
Company, Worcester, Massachusetts, before the Spat 
SAvincs CONFERENCE, A.B.A. 
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